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ABSTRACT OF THE DISSERTATION  
AN ANALYSIS OF PERFORMANCE-BASED FUNDING MEASURES IN FLORIDA 
by  
Madelyn E. Cintron  
Florida International University, 2019 
Miami, Florida 
Professor Benjamin Baez, Major Professor 
Florida adopted Performance-Based funding (PBF) as the tool to fund the State 
University System (SUS), and the Florida College System (FCS). SUS and FCS are the 
two public higher education systems in Florida. Under PBF, the state governing boards 
evaluate institutions based on performance outcomes such as graduation rates, retention 
rates, and job placement, amongst others. Researchers have investigated whether the 
implementation of PBF would positively affect graduation and retention rates. Shin 
(2010) found no conclusive evidence that PBF has positively affected them. Others, such 
as Dougherty and Reddy (2013), Dougherty and Hong (2006), Phillips (2002), and Bell 
(2005) reported some positive changes in graduation rates, but also cautioned against 
claiming that the increases in degrees or graduation rates are due to PBF. Empirical 
research on PBF, therefore, has been inconclusive. There is no research on how PBF 
affects changes to both public higher education systems in Florida.  
 The purpose of the study was to explore the role of PBF in the two public higher-
education systems in Florida. In order to understand this role, this study analyzes student 
success outcome variables over time. Specifically, this study attends to changes in 
graduation and retention rates, student employment data, student to faculty ratios, and 
vii 
 
institutional expenditures, variables considered to be determinants of degree productivity 
for both the FCS and SUS. The data in this study supports what the literature about PBF 
has found. Changes in the graduation rates are slow and small, and retention rates seem to 
be unaffected by the implementation of PBF. The employment metric shows a constant 
increase for the SUS while for the FCS it decreases for the 2015 cohort. Student to 
faculty ratio decrease patterns seem to be unaffected by the adoption of PBF while 
expenses seem to shift to instruction (for the FCS) and institutional support (for the SUS). 
Future research should investigate the reasons for the shifts in expenditures. If 
PBF leads institutions to invest more funds in instruction and institutional support, one 
should understand what the direct result of such a shift is, and whether such shift 
contributes to degree productivity.  
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CHAPTER I 
INTRODUCTION 
  Florida has two large public higher-education systems, the Florida College 
System (FCS) and State University System (SUS). As of 2018, both systems have in 
place a Performance-Based Funding (PBF) program. SUS established its PBF in 2013, 
while FCS established its PBF in 2015. PBF in the state has come with much controversy 
because it uses a ranking system in which institutions compete for the same pot of 
money, with many questioning whether PBF contributes to improving the graduation 
rates of students (Zarkesh & Beas, 2004; McKeown-Moak, 2013; Dougherty & Reddy, 
2011). In order to evaluate how effective PBF programs are in Florida, it is necessary to 
understand how and to what extent these programs perform in the state.  
The purpose of this study is to explore the role of PBF in the two public higher-
education systems in Florida. In order to understand this role better, this study will be 
analyzing student success outcome variables over time. Specifically, this study attends to 
changes in graduation and retention rates, student employment data, student to faculty 
ratios, and institutional expenditures, variables considered to be determinants of degree 
productivity for both the SUS and FCS. Exploring changes in these outcomes would offer 
an understanding of the role of PBF in the quality of public higher education in Florida. 
This work seeks to contribute to initial understanding of how PBF works in Florida. In 
order to understand PBF and its role in the state’ higher education system, it is essential 
to first review some of the historical events that contributed to what higher education is 
today. 
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Background to the Study 
The State and Higher Education 
  One critical historical event that explains how higher education became 
accountable to the state is the Morrill Land Grant Act of 1862 (Akey, 2012; Zumeta, 
2011). The Morrill Land Grant Act of 1862 was as a partnership between the federal 
government and the state. After the Civil War (1861-65), higher education institutions 
went through a transformation. Students, as well as faculty, went to war. The structure of 
some of the colleges’ campuses was affected because of the war. The war's disruptions 
created destabilization of the economic conditions of the country and provided the 
political opportunity for Congress to approve the Morrill Land Grant Act. “The purpose 
of the grant was to find a way to use some of the western lands” (Thelin 2005, p.75). 
Thelin (2004) describes The Morrill Land Grant Act as an “influential piece of 
legislation” (p.75), but this was not the first time national or state government used a land 
grant to stimulate the building of colleges. There was also the Northwest Ordinance 
(1781) that provided some land for college-building (Thelin, 2004). Then, what makes 
the Morrill Land Grant Act special?  
As Thelin explains it, this was not just a gift of land for the construction of 
colleges; it was a partnership between the federal government and the institution. In this 
complex partnership, the land given to state colleges was determined using a formula that 
considered the number of their congressional representatives as part of the calculation 
(Thelin, 2004). The institution would sell the land and use the money collected from the 
sale to fund the establishment of specific programs. These specific programs were then 
known as “useful arts,” such as agriculture and mechanics, expanding the curriculum and 
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making it more practical. Although the reporting between institution and state was 
minimal, it did start a relationship between government and higher education. 
  This relationship has evolved through time, framed within the political and 
economic reality of the country in different periods. One of the historical events that 
influenced higher education was World War II and subsequently the GI Bill. After World 
War II and the GI Bill, the number of people enrolling in higher education increased 
dramatically (Zumeta, 2011; Zarkesh & Beas, 2004, Akey, 2012; Bowles & Gintis, 
1976). There was a demand for higher education, and some authors have argued that this 
demand provoked the proliferation of institutions and the creation of governing boards to 
oversee state funding (Zumeta, 2011). Thus, the relationship between government and 
higher education became stronger and made higher education accountable to the state. 
Since then, this emphasis on accountability has increased even more. Zumeta (2011) 
argues there are three reasons for this emphasis on accountability. The first reason is the 
recession of 1980; the second is the implementation of a business model; and the third is 
the concern with workers’ skills. Zumeta (2011) confirmed what others have said: that 
the recession of 1980 made people question the state’s investment in higher education; 
this questioning generated a desire for efficiency and prompted the implementation of a 
business model for higher education. Fryar (2011) argued that “the public and elected 
officials have lost their faith in public universities and are no longer willing to allow 
institutions to enjoy the autonomy they once had” (p. 7). 
Accountability 
  Two well-known reports in the narrative of accountability in the United States 
are Measuring Up (2008) and A Test of Leadership (2006). These documents were used 
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to further strengthen the emphasis on making higher education accountable. In 
“Measuring up,” the author assigned a grade to different higher education institutions 
based on specific performance measures (i.e., completion, graduation). In “A Test of 
Leadership,” the authors question the skills of those who have a post-secondary degree 
(Bogue & Johnson, 2010). In it, former Secretary of Education, Margaret Spellings, 
affirmed that literacy among college graduates was lower than ever, and that the number 
of college graduates who do not have the necessary skills to perform in the workforce 
was increasing.  
In her report, Spellings explained that for many years the U.S. was in a privileged 
position ahead of other competitors in the global market. According to the report, the 
U.S. was offering the best higher education possible. The report argued that the U.S. got 
complacent with this position, stopped striving for higher standards, and placed the 
quality of higher education at risk; consequently, its position in the global market began 
to wane. The report pointed out that the U.S. was not only falling behind academically 
but also in transparency and accountability (USOE, 2006). The report concluded that 
colleges and universities were not clear about student progress, and this was “preventing 
higher education from demonstrating its contributions to the public good” (USOE, 2006, 
p. 4). In the report, she then recommended that the entire system of higher education 
needed to be improved. Both reports were unpopular with some audiences. However, 
they both emphasized accountability.  
Researchers in the field of higher education policy also use the arguments in these 
two reports to explain the existence of PBF. Hillman, Tandberg, and Fryar (2015), for 
example, explained “that the United States [was] falling behind other countries in terms 
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of degree completion and that colleges [were] not producing enough graduates to keep 
pace with changes in the labor market, state policymakers view performance funding as a 
way to align colleges with broader state policy goals” (p. 1). 
Performance-Based Funding 
  Performance-Based Funding (PBF) gained popularity in the 2000s (Hillman, 
Tandberg & Fryar, 2015). PBF allows state funding to be attached to the production of 
specific outcomes. So far, there have been two iterations of PBF: PBF 1.0 and PBF 2.0: 
Performance funding 1.0 takes the form of a bonus, over and above regular state 
funding for higher education. The funding is allocated on the basis of certain 
typical indicators: ultimate outcome indicators such as numbers (or percentages) 
graduating or being placed in jobs; intermediate achievement indicators such as 
retention, developmental education completion, and transfer student; and more 
occasionally, input indicators such as enrollments of students of certain 
backgrounds and indicators of program quality such as percentage of licensure 
exam takers who pass (Dougherty & Reddy, 2011, p. 6).  
PBF 2.0, however, is not a bonus above regular state funding; instead, it embeds 
performance funds into the base state funding formula. 
  These two models, PBF 1.0 and PBF 2.0, have been the most prominent forms of 
PBF in the last three decades, but they are not the only ones. Dougherty (2013) explains 
that performance accountability comes in three forms: performance funding, which 
connect funding directly to a formula; performance budgeting, for which there is no 
explicit formula tying funding to performance; and performance reporting, which 
involves little or no connection between performance and the funding. 
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  Examples of PBF 1.0 are the programs in Tennessee in 1979, Florida in 1994, 
Ohio in 1995, and Washington in 1997. Tennessee’s program included both two-year and 
four-year institutions, and the money allocation was a bonus of two percent above their 
state appropriation for the year. This two percent was given based on how well the 
institutions performed in five indicators (program accreditation, student major field 
performance, student general education performance, evaluation of the instructional 
program, and evaluation of academic programs). In Florida, two programs were running 
simultaneously: one was the performance budgeting that lasted from 1994 to 2008, and 
the second program, the Workforce Development Education Fund, was active from 1997 
to 2002. Both programs affected two-year institutions, and funding was between two 
percent and six percent of state funding. Performance indicators changed over time in 
Florida, but the focus was on graduation or degree completion. In Ohio, the program 
focused on colleges and indicators such as the percentage of transferred students. 
Funding began at two million when it started in 1995 and increased to 54 million when it 
finished in 2009. The first program in Washington lasted from 1997 to 1999 and included 
both two-year and four-year institutions, and the second program started in 2007. Both 
funded institutions by allocating extra money or new money in exchange for performing 
well on specific indicators (Dougherty & Reddy, 2013). 
  Performance-Based funding 2.0 emphasizes outcomes such as course completion, 
as well as graduation rates, completion of developmental education courses or programs, 
and passage of key gateway courses (Daugherty & Reddy, 2011). PBF 2.0 programs 
embed funds in the regular base state funding formula. Rutherford and Rabovsky (2014) 
summarized the difference between both programs, whereas PBF 1.0 is a bonus 
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incentive, PBF 2.0 is a portion of base funding. As states across the U.S. implemented 
various PBF policies, institutions started to prioritize performance outcomes. 
 The literature on PBF is varied and sometimes contradictory. Some researchers 
suggest PBF can motivate higher education institutions to improve graduation rates 
(Tandberg & Hillman, 2014; Jenkins, Wachen, Moore, & Shulock, 2012), while others 
believe that PBF is nothing more than a political strategy to manipulate higher education 
institutions (Zarkesh & Beas, 2004; McKeown-Moak, 2013). Still, others question the 
validity of the measures, particularly their ability to evaluate quality in higher education 
(Zarkesh & Beas 2004; Frolich, 2011; Jongbloed & Vossensteyn, 2001).  
Statement of the Problem 
Zarkesh and Beas (2004) suggest that “some lawmakers firmly believe that the 
use of PBF has encouraged colleges to pay closer attention to the specific needs of their 
students” (p. 65). State legislators also find PBF useful, since it provides the information 
about higher education institutions that they can give to taxpayers. Others question the 
usefulness of this data (Zarkesh & Beas, 2004, p. 65). For example, administrators in 
Zarkesh and Beas (2004) study questioned the importance of collecting graduation data if 
this information does not lead to reform (p. 65). There is also some concern on the part of 
faculty concerning the specific standards considered in the performance formulas. 
Faculty worry that if successful completion of a course is all that matters, it will lead to 
grade inflation and pressure to graduate unqualified students (McKeown-Moak, 2013, p. 
5). PBF thus has been the object of much controversy. 
The arguments for implementing PBF was that the U.S. was falling behind in 
comparison with other countries regarding degree completion. Changing the funding 
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formula for higher education could have implications. As of today, both public higher 
education systems in the state have a PBF program in place. It is essential to understand 
if and how they affect the Florida higher education systems.  
While many studies have looked at the effectiveness of PBF in multiple states, 
these results are inconclusive (Shin, 2010; Dougherty & Reddy, 2013; Dougherty and 
Hong, 2006; Phillips 2002; Bell, 2005). For example, Shin (2010) studied whether PBF 
affects institutional performance and found no conclusive evidence that PBF has 
positively affected it. Others, such as Dougherty and Reddy (2013), Dougherty and Hong 
(2006), Phillips (2002), and Bell (2005) studied the effects of PBF on number of degrees 
and graduation rates and, while reporting some positive changes in graduation rates, 
cautioned against claiming that the increases in degrees or graduation rates are due to 
PBF. Sanford and Hunter (2011), however, found that PBF had no impact on retention or 
graduation rates. Empirical research on PBF, therefore, has been inconclusive. As of 
today, no single study looks at both Florida’s public higher education systems and the 
role of PBF. This dissertation seeks to fill this gap by looking at the role of PBF on both 
systems regarding student success outcome measures and administrative outcomes such 
as student to faculty ratio and institutional expenditures. This study intends to offer the 
initial groundwork in a series of studies in Florida.  
It is crucial that higher education institutions understand how this PBF affects 
students. Researchers in the field of PBF explain that the formulas used in PBF programs 
may incur a disadvantage for some institutions and student populations, especially if the 
institutions that lose the funding are those who need the funding the most (Hillman & 
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Corral, 2018). It is then our responsibility as higher education professionals to be aware 
of how PBF is contributing to the educational system. 
Purpose of Study 
  As of 2015, the National Conference of State Legislatures counted 24 states that 
have PBF (2.0) in place at four-year institutions. In Florida, it has been in place since 
2013 in the SUS and 2015 in the FCS. The purpose of this study is to explore the role of 
PBF in the two public higher-education systems in Florida. In order to understand the 
role of PBF, this study analyzes student success outcome variables over time. 
Specifically, this study attends to changes in graduation and retention rates, student 
employment data, student to faculty ratios, and institutional expenditures. These variables 
are considered important in determining degree productivity in both the FCS and SUS.  
  Exploring changes in these outcomes offer an understanding of the role of PBF 
on the quality of public higher education in Florida. Evidence of PBF suggests that it has 
had “little to no effect on degree completion, but it is possible that it has positively 
affected intermediate outcomes such as student retention rates” (Hillman, Tandberg & 
Fryar, 2015, p. 5).  It would be worth exploring whether PBF has led to changes in 
graduation rates, retention rates, and any other student success outcome variables used by 
PBF programs in Florida. Using data from the Integrated Postsecondary Education Data 
System (IPEDS) and the governing boards for the FCS and the SUS, this study explores 
changes in student and institutional outcomes before and after the implementation of 
PBF. 
  There is very little research on many of the student outcomes used in PBF in 
Florida. Hillman, Tandberg, and Fryar (2015) explained, “We have a substantial gap in 
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our knowledge of the effectiveness of these new strategies” (p.6). This dissertation seeks 
to help in filling out this gap by studying how PBF led to changes over time in both 
public higher education systems in Florida on key student success outcome measures 
(i.e., graduation, retention, and employment rates) and on two administrative outcomes 
(i.e., student to faculty ratios and institutional expenditures) that are identified in the 
literature as possibly being affected by PBF programs. 
Research Questions 
The following research questions guided this study: 
1. What is the role of Performance-Based Funding (PBF) in student success, 
specifically, as it attends to changes over time on graduation rates, retention rates, 
and student employment data before and after the implementation of the policy in 
Florida’s public higher education systems?  
2. What is the role of Performance-Based Funding (PBF) as it attends to changes 
over time on student to faculty ratio and institutional expenditures in Florida’s 
public higher education systems?  
Significance of Study 
 This study is the first to focus on how PBF might influence system-wide changes 
by looking at changes in trends. This research will expand the limited body of research 
about PBF. This dissertation does not discuss the political implications of the policy, 
rather it provides the base for future studies that could explore further PBF in Florida. 
Researchers cannot find evidence that PBF indeed increases degree production 
(Dougherty et al. 2016; Hillman, Tandberg & Fryar, 2015). We should be asking 
questions, such as, are there institutions that always score in the bottom? Which 
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institutions are always scoring in the top? Studying changes in trends and positioning of 
the institutions, and conducting a comprehensive descriptive study not only will be the 
initial step in a series of studies we should be conducting about PBF in Florida, but it will 
also help us understand if and how PBF affects the system and each institution within the 
system. 
 The body of research about PBF in Florida was expanded by exploring the role of 
PBF in the SUS and the FCS. Specifically, this dissertation provides new information on 
changes over time in graduation and retention rates, student employment data, student to 
faculty ratios, and institutional expenditures, variables considered to be determinants of 
degree productivity for both the FCS and SUS. 
Organization of Study 
 Chapter 1 includes the background, the statement of the problem, the purpose of 
this study, the guiding research questions, and the significance of this study. Chapter 2 
will present an overview of the relevant literature on PBF, and the research on the 
outcomes used in this dissertation as they relate to PBF. Chapter 3 will describe the 
methodology of this study, which is a comprehensive descriptive analysis. This analysis 
explores institutional-level changes by variable, relative institutional positions (within a 
system) by variable, overall system changes by variable, and overall institutional position 
within the performance funding system for graduation rates. Chapter 4 will present the 
data analysis for graduation rates, retention rate, employment, student to faculty ratio and 
institutional expenditures in both the SUS and FCS. Specifically, the focus in this chapter 
is on reporting the extent of changes in these variables X years before and after the 
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implementation of PBF. Finally, Chapter 5 offers answers to the research questions and 
discusses the implications for future research and for practice. 
Summary 
 Empirical research on PBF has been inconclusive (Bell 2005; Dougherty & Hong, 
2006; Dougherty & Reddy, 2013; Phillips, 2002). Researchers have not provided 
conclusive evidence that PBF models do positively affect student success performance 
indicators (Shin, 2010; Dougherty & Reddy, 2013). Investigating whether PBF led to 
changes in Florida’s higher education systems is vital to understanding student success in 
the state. This dissertation explored the role of PBF in the SUS and FCS. In order to 
understand this role, this study used a comprehensive descriptive analysis to examined 
student success outcome variables over time. Specifically, this dissertation evaluated 
changes in graduation and retention rates, student employment data, student to faculty 
ratios, and institutional expenditures, variables considered to be determinants of degree 
productivity, for both the FCS and SUS.  
 The data in this study support what the literature about PBF has found. Changes 
in graduation rates are slow and small, while retention rates seem to be unaffected by the 
implementation of PBF. The employment metrics show a constant increase for the SUS, 
while for the FCS it decreases for the 2015 cohort. Student to faculty ratio decrease 
patterns seem to be unaffected by the adoption of PBF while expenses seem to shift to 
instruction (FCS) and institutional support (SUS).  
 Both student outcome variables (e.g., Graduation rates, retention rates, and 
employment data), and administrative outcomes (e.g., institutional expenditures and 
student to faculty ratio) are critical areas to understand the role of PBF in Florida. Future 
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research should investigate the reasons for the shifts in both aspects and whether they 
change even further.   
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CHAPTER II 
LITERATURE REVIEW 
Reports such as Measuring up (2008) and A test of leadership (2006) express a 
desire to increase accountability for higher education institutions. PBF is the response to 
such desire. Nonetheless, it has not been received without apprehensions. Although it is a 
politically attractive mechanism to pursue better outcomes (Dougherty, Jones, Lahr, 
Natow, Pheatt, & Reddy (2014), it has also been a point of concern for faculty, 
administrators and other groups in the higher education field (Dougherty, Natow, Bork, 
Jones, and Vega, 2013; Jongbloed & Vossensteyn, 2001).  
This chapter contains a review of research on the origin of PBF as well as the 
concerns about PBF. Much of this chapter will examine the literature on the effect of PBF 
on graduation rates, retention rates, employment data, two-year institutions, and -four-
year institutions. Because the purpose of this dissertation is to explore the role of PBF on 
Florida’s public higher education systems, this chapter also contains a review of the 
available research on other aspects such as the student to faculty ratio and institutional 
expenditures and their possible relation to PBF student outcomes. The purpose of this 
chapter is to describe previous research in order to clarify the background and importance 
of the research topic and to expand our understanding of PBF, student success outcomes, 
student to faculty ratio, and institutional expenditures in Florida. 
Performance-Based Funding, Issues, and Concerns 
In the last few years, PBF has been one of the top ten policy issues in the U.S. (AASCU, 
2012). Increased state and federal budget constraints made politicians eager to prove to 
citizens the effective use of taxes. To provide such information, politicians emphasized 
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accountability as a tool to measure effectiveness (Alexander, 2000). The increased 
emphasis on the creation of policies that can effectively encourage quality in higher 
education, assuming limited resources, has caused the use of PBF 2.0 (Zarkesh & Beas, 
2004). 
PBF emerges to serve an ideology of competition. A Test for leadership (2006), 
explicitly argues for this ideology of competition. This ideology may not be the only one 
in place, but it seems to be one used in the U.S. to explain the resurgence of PBF as 
policy for higher education (Dougherty & Reddy, 2011; Ellis, 2015). In this framework 
of competition, the way to influence higher education to move toward the production of 
more graduates is to provide incentives in that direction through embeding performance 
funds into the base state funding formulas. 
Dougherty and Reddy (2011) explained that the leading legislative advocate of 
PBF in Florida believes that “you could get performance altered by money” (p. 2). The 
use of funding in these formulas is a way to alter performance in the institutions and 
make them more responsive to the economic needs of society by eliminating the 
unpopular programs on the “grounds of efficiency” (Dougherty, & Reddy, 2011, p. 21), 
or encouraging production (like enrollment and graduation).  
Power (2000) points out:  
The design of accounting reports and other measures by which organizations can 
be judged is greatly influenced by the imperative of making them auditable, and 
this has much to do with agendas for controls of these organizations. It follows 
that many audit processes are not neutral acts of verification but actively shape 
the design and interpretation of auditable performance (p.114).  
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PBF is moving institutions toward this “auditable performance” in order for them to gain 
the funding they need. Frolich (2011) argued that the implementation of PBF is a matter 
of increased state control at the cost of professional autonomy. 
Frolich (2011) briefly listed arguments against performance measurement 
systems, stating that performance is an incomplete indicator that obscures more than it 
reveals and that performance systems are excessively complex, rendering them unusable 
and too expensive. As Baile and Xu (2012) point out “using graduation rates, for 
example, policymakers can determine which institutions are graduating more of their 
students; however, what they will not know is whether this outcome is due to better 
prepared students and available resources, or due to college practices that influence 
students’ outcomes” (p. 8). 
In his research, Frolich (2011) investigated the perception of different 
stakeholders, including the Rectors’ Conference, Research Association, Quality 
Assurance Agency, Ministry of Education and Research, Ministry of France and rectors 
and directors of the Norwegian Higher Education Institution in winter 2006, about PBF 
and whether PBF increased accountability and transparency or not. Frolich (2011) 
analyzed documents from the Ministry of Education and Research and Higher Education 
Institutions (complete list is available in the appendix in the Frolich article). 
Frolich (2011) also conducted surveys on rectors, directors, researchers, and 
interviews with faculty in the United Kingdom. In his analysis of the documentation, he 
found that higher education institutions (which includes the Ministry of Education and 
researchers) supported PBF, but they had some reservations. They were concerned about 
the survival of smaller programs, the programs that did not produce enough graduates. 
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When analyzing the stakeholders’ surveys, he found the same concerns. Stakeholders 
wanted to know how PBF was going to affect the “unpopular” programs. They were 
concerned about how the new policies could affect faculty-student evaluations, including 
the criteria for assigned grades, because of the funding implications. Faculty believed that 
with the emphasis on the number of graduates there could be little attention to the quality 
of the students graduating. 
Frolich’s (2011) findings are not far from McKeown-Moak’s (2013) conclusions 
in the United States. McKeown-Moak (2013) argued that, in the United States, there is 
also some concern from faculty regarding the specific standards considered in the 
performance formulas. The faculty is concerned that if successful completion of a course 
is all that matters, it will lead to grade inflation and pressure to graduate unqualified 
students (McKeown-Moak, 2013).  
McKeown-Moak (2013) argued that with PBF there is a change in the focus 
“from meeting the needs of higher education to meeting the needs of students, the state, 
and its economy” (p. 4). One of the issues that could arise in this setting is the conflict of 
interest between a higher education institution and the entity providing the resources. For 
example, when the state assigns funds based on a formula, that formula may be pushing 
an agenda that is different from the institution’s mission. Given the diversity of 
institutions in a state, if the same formula applies to all, there is bound to be some 
tension. The conflict of interest between higher education institutions and the entity 
providing the resources is not an easy problem to work around; moreover, it could create 
funding inequities (McKeown-Moak, 2013). 
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Although both studies, Frolich’s (2011) and McKeown-Moak’s, (2013), agreed 
that there is concern from the faculty about the effect of the policy on faculty behavior, it 
is necessary to consider that these studies represent a point of view from a particular 
population at a specific moment. Therefore, even though we recognize that there are 
some concerns amongst faculty members regarding the effect of PBF, there is not enough 
evidence to conclude that all faculty would share the same concerns or be concerned at 
all.  
Burke and Modarresi (2001) argued that the issue with PBF is that the design of 
the program has to deal with conceptual and practical difficulties: from choosing the 
performance indicators, assessing higher education results, protecting campus diversity, 
and autonomy to supporting state priorities. These are not simple tasks, as there is a 
multiplicity of goals in higher education that makes the choosing and limiting of 
indicators a complex assignment. Burke and Modarresi (2001) investigated the stability 
of PBF programs in five states (Florida, Ohio, South Carolina, Missouri, and Tennessee). 
The researchers sent surveys to state and campus policymakers, government officials, 
education aids, education and fiscal committees, budget officers, and legislative chairs. 
They received 565 responses from five states, Missouri and Tennessee 177 responses, 
Florida 115 responses, Ohio 160 responses, and South Carolina 113 responses, for a 
response rate of 49%, 52%, 48%, 50%, and 59%, respectively. In their analysis, they 
designated Missouri and Tennessee as the “stable” states because their programs had 
been functioning for a long time continuously. The program in these two states also had 
“continuing support from the state and campus policymakers” (Burke & Modarresi, 2001, 
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p.53). Then they compared the other three states, the “unstable” states, to Missouri and 
Tennessee.  
They found significant differences between both groups. States designated as 
“unstable” had outsiders (not leaders from the institutions) directing the programs. These 
outsiders believed that the goal of PBF was not achievable. On the other hand, the “stable 
states” believed they had achieved the goal, and their programs reflected quality. Other 
difference between both groups was that each state included a different number of 
indicators. Some states included too many indicators and others too few. At the end of 
their research, Burke and Modarresi concluded that Missouri and Tennessee saw the 
program as long-term, and the other states were not sure whether the program was going 
to be long-term or not. In this study, the unstable states showed anxiety about changing 
state priorities and budget instability.  
Another aspect of Burke and Modarresi (2001) research to be noted is that they 
did not consider “type of institution” as a variable. As the authors discuss their findings, 
they do not specify if the stakeholders surveyed were stakeholders of two-year 
institutions, four-year institution, or both. Therefore, comparing findings should be done 
with caution, knowing that we may not be comparing the same type of institutions. Burke 
and Modarresi (2001) did a great job exploring stakeholders’ considerations about the 
policy, but they do not establish if PBF works as intended, based on outcome data.  
Dougherty et al. (2013) investigated how PBF originated in six states, including Florida, 
Illinois, Missouri, South Carolina, Tennessee, and Washington. Then they looked at two 
states that had not implemented PBF. They intended to explain why PBF was developed 
in some states and not in others. To gather the information, the authors interviewed 
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legislators, governors, higher education officials, higher education institution officials, 
higher education institution staff, advisers, business leaders, consultants, and researchers 
in each of the states. They also collected and analyzed newspapers articles, academic 
research literature in those states, and reports from public agencies.  
The authors found that those states that implemented PBF did so because of the 
higher education board and the higher education institutions wanted to secure new funds. 
These states’ higher education institutions and businesses believed the policy was a new 
means to secure more funding and a means to make higher education more efficient. The 
states that did not implement PBF did not have elected officials, the business community, 
or higher education officials, support. The common belief by these states was that PBF 
was an “excuse to keep down regular state funding and that it undercuts the autonomy of 
higher education institutions” (Dougherty et al., p. 23, 2013). Support from the state 
board officials was most critical for the implementation of PBF. Those states in which 
higher education officials were opposed to PBF (Washington and South Carolina), the 
state ended up dropping the program after some time, which indicates that support from 
higher education officials for the survival of PBF programs is crucial. Dougherty et al. 
(2013) concluded, echoing Burke and Modarresi (2001), that the states in which the 
program was functioning for a short time did not have full support from the people 
directing the programs, and these people directing the programs thought PBF goals were 
not achievable. 
In their research, Dougherty et al. (2013) did not expound on the influence of the 
policy on students’ outcomes such as graduation rate. They mentioned there were some 
concerns from administrative officials and stakeholders about equality and access for 
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under served populations, low-income students, students of color, and older students. It is 
important to clarify that research performed by Dougherty et al. (2013) was based on 
PBF 1.0 and not on PBF 2.0. As explained before, the difference between both programs 
is that PBF 1.0 is a bonus incentive and PBF 2.0 is a portion of base funding for the 
institution (Rabovsky, 2014). Later, Dougherty et al. (2014) expanded the research and 
investigated how PBF 2.0 originated in comparison to PBF 1.0. They concluded that PBF 
1.0 started the emphasis on accountability. PBF 2.0 brought the economy influence into 
the PBF models.  
So far, the research presented discussed the issues about implementing PBF and 
the concerns about the policy in different states. We have seen that PBF causes anxiety 
for all stakeholders. The research in this section establishes that there are concerns about 
grade inflation, inequality, elimination of unpopular programs, the effect on institutional 
autonomy, budget instability, and others. Understanding how controversial this policy 
seems to be for higher education and the concern from different interest groups in higher 
education is important to understand while researching the effects of this policy on 
different states, and types of institution. Especially in a state like Florida where both 
public higher education systems have adopted the policy, it is of great importance to start 
looking at how the policy may affect both systems. It is time to look at some of the 
research on the outcomes used in different PBF programs and the effect of the policy on 
them. 
Performance-Based Funding Outcomes 
Dougherty and Reddy (2013) explain that “some of the student outcomes that 
states are attempting to affect trough PBF include improved numbers and rates of 
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retention, successful remediation, credit accrual, transfer, graduation, and job placement” 
(p. 53). Nevertheless, there is not much research on whether these outcomes increase 
under PBF. The work of Zarkesh and Beas (2004) appears to be the initial step in 
understanding if PBF is indeed affecting these outcome indicators in any way. The 
authors affirmed that different performance based initiatives use different variables to 
measure performance; they suggest that how institutions are affected by PBF may vary 
depending on the indicators used in the institution. 
Zarkesh and Beas (2004) reviewed the performance indicators in community 
colleges and assessed their effect on the institutions. They collected data from 47 states 
using a semi-structured interview and found that community colleges were being 
evaluated using some of the performance outcomes generally used to assess four-year 
institutions. Zarkesh and Beas (2004) claimed that those performance outcomes did not 
reflect the value of community colleges whose missions are different from four-year 
institutions. In their research, Zarkesh and Beas (2004) explained that some of the most 
commonly used indicators under PBF are graduation rates, employment rates, transfer 
rates, retention-persistence rates, and performance after transfer. They explain that one 
reason for this is that these indicators are easily quantified, reflect a nationwide trend 
towards accountability and responsibility for college outcomes and provide the ability to 
see patterns nationwide. Graduation rates are a popular indicator used to assess both 
community colleges and universities. The authors argued that even when “this indicator 
can be used correctly to measure the success of a university, it does not similarly reflect 
the value of a community college due to the many two-year college students who take 
classes for reasons other than simply to attain a degree” (p. 654). 
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There are two critical points to consider based on Zarkesh and Beas’s (2004) 
research. First, not all states in their study used the same variables to measure 
performance, but one variable common to all was the graduation rate. Thus, it might 
make sense for researchers to explore the influence of PBF on this variable. Second, the 
work of these authors indicates that the type of institution should be considered when 
studying PBF. Therefore, future research should consider both variables: type of 
institution and graduation rate. 
The graduation rate is a controversial performance indicator. Some of the research 
about PBF indicates that the graduation rate does not present a complete scenario of 
higher education performance. Zarkesh and Beas (2004) discussed some of the PBF 
indicators and their implications. They wrote, “with so much attention given to indicators 
that can be easily measured, other information that can be difficult to measure (i.e., 
student learning) may be ignored” (Zarkesh & Beas, 2004, p. 66). A problem that could 
arise out of states using graduation rates as a performance measure is that in an attempt to 
get more funding an institution may shift resources from one program to another, which 
produces more graduates and leaves some areas of the institution without the resources 
needed to perform efficiently. They asked, “if colleges are simply rewarded based on 
how many students they graduate, will their incentive to create programs that enhance 
teaching and student learning be reduced?” (Zarkesh & Beas, 2004, p. 66). Even more, 
could this become an incentive to alter numbers regarding the graduation rates to secure 
more funding? 
Another problem with graduation rates is that it has become a measure that favors 
one type of institution over another (Montgomery & Montgomery, 2012; Dougherty & 
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Reddy, 2013). If an institution’s mission is not aligned with the state’s formula for 
measuring performance, then it will suffer the consequence of receiving less funding. 
This institution will inevitably be at a disadvantage; therefore, it could lead to an 
otherwise successful institution receiving fewer funds and thus experience a real decrease 
in performance (Dougherty & Reddy, 2013). 
Montgomery and Montgomery (2012) compared graduation rates from 
Historically Black Colleges and Universities (HBCUs) and Predominately White 
Institutions (PWIs). They used data obtained from the National Center for Educational 
Statistics (NCES) and the Integrated Postsecondary Educational Data System (IPEDS) to 
select a purposive sample of 10 HBCUs and 10 PWIs for the study. The authors analyzed 
the use of graduation rate measures to assign funding to those institutions. The graduation 
rate for the PWIs sampled was 49 percent, while the graduation rate for the HBCUs 
tested was 35.9 percent, almost a 15 percent difference between both types of institutions 
when comparing both private and public institutions. Public institutions had a 28.7 
percent graduation rate for HBCUs and a 42.7 percent graduation rate for PWIs. Private 
institutions performed better for both groups (HBCUs and PWIs). The results from 
Montgomery and Montgomery (2012) confirmed their initial hypothesis that graduation 
rates for HBCUs are lower than graduation rates for PWIs. Montgomery and 
Montgomery’s (2012) results are an example of what McKeown-Moak (2013) concluded 
in his study: applying the same funding formula to all institutions without considering the 
diversity of each institution could create funding inequities. 
Zarkesh and Beas (2004), Montgomery and Montgomery (2012), Dougherty and 
Reddy (2013), and McKeown-Moak’s (2013) work bring two variables to consider when 
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looking at the manifestations of PBF. One is the graduation rate, one of the most 
frequently used measures in PBF programs, and the other one is the type of institution. 
This section presents the research about the type of institution as it relates to PBF first, 
and then explores graduation rates, its uses and implications within PBF. 
Performance Funding and Type of Institution 
It is important to keep in mind that the type of institution is vital when exploring 
PBF on higher education institutions. Burke and Minassians (2004) expand on this by 
exploring differences between two-year and four-year institutions. Community colleges 
(two-year institutions) are very different from universities (four-year institutions). The 
application of the same performance indicators to both types of institutions, without 
considering the differences between them is dangerous. Burke and Minassians (2004) 
found that “performance indicators largely ignore the diverse clientele and the specific 
purpose of community colleges” (p. 53). Take for example the graduation rate; it is a 
measure used in both four-year institutions and two-year institutions. However, many of 
the students in two-year institutions are taking classes for reasons other than attaining a 
degree. In this case, the performance indicator does not reflect the value of a two-year 
institution (Zarkesh & Beas, 2004). Christopher (2010) conducted a study that reflects 
how performance indicators work differently in four-year institutions and two-year 
institutions. 
Christopher (2010) evaluated the relationship between retention rates and 
graduation rates as performance indicators of two institutions. One of the institutions he 
evaluated was a four-year institution and the other one a two-year institution. Christopher 
(2010) specified that when comparing a two-year institution to a four-year institution, 
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graduation rates might not be an accurate measure of success because some students 
transfer out of the two-year institution to complete a degree somewhere else. He found a 
negative relationship between retention rates and graduation rates for the two-year 
institution. 
Jongbloed and Vossensteyn (2001) conducted another investigation concerning 
the difference between two and four-year institutions. They evaluated government 
policies used to fund higher education in different countries. They explained that funding 
formulas use objective criteria, provide clear information into the distribution of funding, 
and therefore facilitate comparison between institutions. However, the same authors 
presented an argument against these funding formulas. The authors stated that the 
formulas “may lead to a common level of mediocrity because the institutions are funded 
on the same quantitative ground rather than [by] a qualitative assessment” (Jongbloed & 
Vossensteyn, 2001, p. 130). These performance indicators do not measure quality, but 
rather production. The quality of the graduate produced should not be sacrificed to 
produce a higher quantity of graduates. Quality is at risk and mechanisms to ensure it 
need to be in place (Jongbloed & Vossensteyn, 2001). It is convenient to measure 
performance using outputs such as the number of credits accumulated by students, the 
number of degrees awarded, the number of research publications, and the number of 
patents and licenses issued (Jongbloed & Vossensteyn, 2001). Those things can be 
counted and easily inputted into a formula to determine who is going to get more funding. 
As stated before, none of these criteria reflect the quality of the instruction provided by 
the institution. 
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Some institutions have tried to address this problem by using surveys and other 
instruments. However, the states are not considering these when evaluating the 
institutions’ funding source. This type of statistical approach, though simple, begets many 
problems (Dougherty & Reddy, 2013). Performance indicators are used to shape what 
issues to think about, by focusing the attention on specific aspects of institutional 
performance (Barnetson & Cutright, 2000) and distracting from other aspects, which may 
be as important. In other words, it may narrow the view to only those issues represented 
in the instruments used to measure performance. 
Funding formulas used in the PBF programs may also reduce the incentive to seek 
outside funding and may perpetuate funding inequities (Jongbloed & Vossensteyn, 2001). 
The new formula in use (PBF 2.0) affects a more significant percentage of the funding 
since it is used for the regular state funding rather than a bonus above it, as was the case 
with PBF 1.0. Note, for example, that in Ohio 79 percent of state funds are distributed 
through PBF (Dougherty & Reddy, 2013). If an institution feels that it, “dominates the 
formula” it may have less of an incentive to self-evaluate and improve the teaching and 
quality of the services it provides. 
The first part of this section explored the concerns with the performance 
indicators used by PBF. Now, because it is so controversial, and yet, so widely used, the 
next part discusses the research about graduation and retention rates as two of the student 
success indicators used the most in PBF programs. Also, it includes the research 
surrounding employment rates as a performance indicator.  
Additionally, some researchers found institutional expenditure and student to 
faculty ratio to be affected by institutional efforts to increase the graduation rate (Astin, 
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1993; Gansmeyer-Topf and Schul, 2006; Goenner & Snaith, 2003; Webber & Ehrenberg, 
2010). Because the purpose of this research is to understand the role of PBF in the SUS 
and FCS, this research also studies administrative outcomes related to graduation rates 
that could be affected by PBF.  The next section explores both student outcomes and 
administrative outcomes. 
Performance Funding and Student Success 
Shin (2010) questioned if the new PBF indeed affects institutional performance. 
Shin is one of the few authors who evaluated graduation rates. In his research, he studied 
two variables-- graduation rates, and research funding. The author used data from 467 
public institutions in his evaluation of graduation rates and 123 public institutions for his 
assessment of research funding. He used a Hierarchical Linear Model (HLM) to analyze 
the data. The resulting model initially included three levels. Level one included the 
growth rate of graduation rates; level 2 included institutional characteristics such as 
institutional mission, in-state tuition, incoming student academic achievement (measured 
through SAT and ACT scores), and dorm facility of the institution (available dorm beds 
for the students). The third level included state variables such as the state incoming 
student achievement (measured through SAT and ACT score), state appropriation per 
capita for higher education, state appropriation changes for ten years, and state 
unemployment rate.  
Shin (2010) found that after adopting PBF, the research funding increased by a 
higher rate than the graduation rate. The new type of accountability (PBF) “did not 
contribute to the growth of graduation rates” (Shin, 2010, p. 59). Instead, the author 
suggested that a variety of factors influenced graduation rates (Shin, 2010). The author 
 29 
 
presented three models. In model one (program effects), he found that there was not a 
significant difference for which the implementation of the new accountability (PBF) did 
not contribute to the growth of graduation rates. In model two (effects by types), Shin 
found that states which have a PBF program have a higher increase in graduation rates 
than states without any performance-based accountability.  
Shin conducted his study with data from 1997 to 2007, which means that the 
performance policy in place was PBF 1.0. Under PBF 1.0, the amount of state funding 
attached to the policy was minimal. He argued that if the financial incentive linked to 
PBF is attractive, then institutions might be more inclined to incorporate new measures of 
accountability in their internal system, therefore influencing institutional performance. 
Ultimately, his finding supported the idea that institutional characteristics can explain 
institutional performance. If the financial incentive tied to PBF 2.0 is higher than the one 
linked to PBF 1.0, it is possible that results under PBF 2.0 could be different.  
One finding in Shin’s research to consider when looking at the effect of PBF on 
graduation rates is the importance of institutional characteristics. PBF policies are in 
place now, and many of them rely on the graduation rate or a derivation of it (such as the 
graduation rate) in a specific area of study or for a particular type of population. It is 
essential to evaluate the nature of the new PBF effect on graduation rates. The result 
could be a direct one which should be visible after controlling for institutional 
characteristics, or it could be an indirect one. In that case, it is an institutional response to 
PBF by incorporation of the policy into their internal systems. 
In his research, Dougherty and Reddy (2013) explained that Florida, 
Pennsylvania, South Carolina, Tennessee, Washington, Missouri and Ohio “reported data 
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pertaining to changes in graduation numbers and rates that might be due to performance 
funding” (p. 53). They collected data from the Board of Regents documents and other 
authors’ research, such as the work of Dougherty and Hong (2006), Phillips (2002), and 
Bell (2005). However, even when they all agree with the positive effect of PBF on 
graduation rates, all of them ask for caution when claiming the increase in degrees or 
graduation rates is due to the implementation of PBF. Echoing Shin (2010), they also 
argued there might be many other factors contributing to these increases in graduation 
rates; Dougherty and Reddy (2013) and Shin (2010) agree that graduation rate increases 
may depend on the type of institution (institutional characteristics). Looking at the SUS 
and FCS in Florida will allow us to see if the role of PBF is different for each system 
(SUS, FCS). 
On the other hand, Sanford and Hunter (2011) found that PBF policies had no 
impact on retention or graduation rates in Tennessee. They argued that PBF might be 
insufficient to provoke change in institutional performance and outcomes. In their study, 
they used a linear mixed model (LMM) to analyze the data. They selected periods before 
and after the implementation of PBF. Using data from 2009, the authors only explored 
the impact of the increased financial incentive on the four-year graduation rate. They did 
not examine the impact on the six-year graduation rate. When comparing the six-year 
graduation rate change for Tennessee (graduation rates from 1999 vs. 2007), there was 
not a significant difference. When conducting the same process for Tennessee peer 
institutions, they found there was a significant change. The six-year graduation rate from 
2007 was significantly higher than the six-year graduation rate for 1999. Sanford and 
Hunter (2011) did not find an effect over time, but they did see an intercept effect. The 
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authors of this study also explored the impact on the retention rate but did not notice a 
significant difference in the change of retention rates over time in Tennessee. Sanford and 
Hunter’s (2011) study had the same issue as the Shin (2010) study. Sanford and Hunter 
(2011) considered data mostly from Tennessee’s time with PBF 1.0. They had recently 
switched to PBF 2.0 in 2010, and thus no conclusions could be drawn regarding the effect 
of the new PBF.  
Dougherty, Jones, Lahr, Natow, Pheatt, and Reddy (2016) categorized the lack of 
research about PBF 2.0 as a problem. They argue that the impact of PBF 2.0 program will 
be more significant that of PBF 1.0 because it involves a more substantial proportion of 
state higher education funding. In their study, they evaluated the impact of PBF (2.0) in 
Indiana, Ohio, and Tennessee. They first looked at the descriptive statistics. They focused 
on graduation numbers, arguing, “They have been the principal concern of state 
performance funding programs” (Dougherty et al., 2016, p. 132). They found “graduation 
numbers increased by a larger amount than enrollment numbers” (Dougherty et al., 2016, 
p. 132). Using a combination of multivariate analyzing and controlling for student and 
institutional characteristics, the author examined the effect of PBF in these three states.  
For the state of Indiana, they used a difference in difference analysis, running nine 
models. In all nine models, they found “that performance funding in Indiana did not lead 
to increases in the three-year average number of four-year graduates. The impact found –
although none was significant-were negative” (Dougherty et al., 2016, p. 133). The same 
was true for Tennessee and Ohio. The authors argued that the limited amount of time that 
the PBF 2.0 has been in place prevented them from concluding the impact of it on student 
outcomes in these three states. They did mention the effect of PBF might become 
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pronounced with time. (Dougherty et al., 2016, p. 141). Hillman, Fryar, and Crespín-
Trujillo (2017) conducted a similar study using the state of Tennessee and Ohio. In their 
study, they looked at degree production, which included Certificates, Associates and 
Bachelors. Using a difference-in-difference design, they found that even when the 
bachelor production increased after the implementation of PBF in the state, such an 
increase was not significantly different from the trends in other states with no 
performance-based funding programs. Consequently, they concluded PBF had not 
induced four-year colleges and universities to produce more bachelor’s degrees in Ohio 
and Tennessee (Hillman, Fryar & Crespín-Trujillo, 2017).  
Hillman and Corral (2018) are one of those authors who investigated the effect of 
PBF on Minority Serving Institutions (MSI). Inspired by the case of Tennessee where 
“the state’s sole public Historically Black College and University has been at the losing 
end of the funding formula since 2011,” they decided to investigate if MSIs had changes 
in state funding levels after the adoption of PBF (Hillman & Corral, 2018, p. 1758). 
These authors concluded that the adoption of PBF resulted in a reduction of 750 dollars 
per FTE for MSI when compared to other states that did not have a PBF program in 
place. This reduction represents a significant loss of funding for those institutions. 
The authors recommend looking at PBF critically especially for MSI institutions 
that could be at a disadvantage. Hillman and Corral (2017) explain,  
with fewer resources from the state, MSIs might respond to these budgets cuts by 
decreasing their student to faculty ratio, curtailing student and academic support 
services, or by increasing tuition. Each of these responses would make it more 
difficult for MSIs to improve retention and degree completion, which in turn 
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would result in additional funding cuts in future years. If left uncorrected, pay-for-
performance regimes are likely to generate the unintended consequence of 
worsening-rather than reversing-educational inequality (p. 1759). 
The literature about employment rates concerning PBF is minimal. Most of the 
studies researching the impact of PBF use unemployment rates as a control variable. This 
variable has shown to influence graduation rates. (Hillman et al., 2015; Hillman 
Tandberg & Gross, 2014; Rutherford & Rabovsky, 2014; Sanford & hunter, 2011; Sin, 
2010, Shin & Milton 2004). Shin and Milton (2004) explained that unemployment rates 
have shown to have a negative association to graduation rate, which means that low 
graduation rates are related to high unemployment rates and vice versa. However, the 
employment rate is a common performance outcome in PBF programs (Dougherty & 
Reddy, 2013). If we higher education professionals want to understand the role of PBF, it 
is important to look at as many variables related to PBF as possible. In the case of 
Florida, employment rate is part of the PBF program for both public higher education 
systems (SUS and FCS) and looking at the trends over time in this variable most certainly 
contribute to my understanding of PBF in Florida.  
Performance Funding, Institutional Expenditures, and Student to Faculty 
Ratio 
The second aspect explored in this research is institutional expenditures and 
student to faculty ratio. The literature about institutional expenditures and PBF is minor. 
This section explores five PBF studies using institutional expenditures as a variable 
(Hillman, Tandberg, & Gross, 2014; Rutherford & Rabovsky, 2004; Sanford & Hunter, 
2011; Shin, 2010). Four studies explored expenditures on instruction; they used the 
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variable as a control variable, meaning that instead of looking at how this variable may 
influence PBF they were controlling it to minimize its effect in the statistical model and 
explore the impact of PBF on graduation or retention rates. Rabovsky (2012) was the 
only author looking at PBF as a restructuring financial incentive tool and its influence on 
administrative behavior. Using IPEDS data, the author conducted a series of correlational 
analysis. Rabovsky (2012) found evidence that four year institutions in states with PBF 
dedicate a higher portion of their expenditure to instruction than those in states with no 
PBF. 
The literature has not reached a consensus about how different types of 
institutional expenditures may influence graduation or retention rates. Astin (1993) 
argued that student service expenditures have a robust positive effect on student 
retention. Ryan (2004) found evidence that instruction and academic support 
expenditures positively affect graduation rates, which confirms Astin’s findings. 
Gansmeyer-Topf and Schul (2006) found a direct relationship between institutional 
expenditures, retention, and graduation rates. The authors explained that “institutional 
expenditures dedicated to instruction significantly contributed to first-year retention and 
six-year graduation rates” (p.631). However, Belfield and Thomas (2000) found no 
relationship between the department unit’s expenditure levels and student performance.  
More recently, Webber and Ehrenberg (2010) explored the effect of non-
instructional expenditure categories on graduation and first-year persistence rates of 
undergraduate students. They found student service expenditures to influence graduation 
and persistence rates positively. This effect seems to be greater in those institutions with 
lower entrance test scores and higher Pell Grant expenditures per student. The authors of 
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this study explained that this effect is less visible in those institutions who achieve a 
balance of institutional expenditures between instructional and student services. As is 
evident in the literature, there is a relationship between institutional expenditure and 
degree attainment (Gansmeyer-Topf and Schul, 2006). Exploring the changes over time 
in institutional expenditures could help us understand the role of PBF in higher education 
institutions and student outcome variables.  
As with the research about institutional expenditures, the study about student to 
faculty ratio seems to be inconclusive. In 2003, Goenner and Snaith explored the role of 
institutional factors in determining graduation rates at doctoral universities. One of the 
factors they looked at was the student to faculty ratio. The researchers found that a higher 
student to faculty ratio was positively related to graduation rates. Goenner and Snaith 
(2003) explained their result as:  
The most plausible explanation in our view is that this variable is positively 
correlated with some other institutional variable that has not been accounted for in 
our models. For example, an institution with a high student to faculty ratio may be 
more likely to have in place other academic support systems such as advisement, 
tutoring, and honors programs that more than offsets any negative effects of a 
high student to faculty ratio. [ ] It may be the case that this variable is negatively 
related to the quality of the education received but not to the actual attainment of 
the degree (Goenner and Snaith, 2003, p 417).  
 Alternatively, Bound, Lovenheim, and Turner (2010) explored college completion 
declines in 2010. They investigated “what accounted for the limited expansion in the 
supply of college-educated workers to the labor force, despite the relatively high level of 
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the college wage premium. (p. 1)” The researchers looked at changes in preparedness of 
entering students and changes in collegiate characteristics. They included the type of 
institution and resources per student. One of the resources they looked at in their research 
was the student to faculty ratio. The authors found a reduction in institutional resources in 
the sectors that experienced declining completion rates. They also found a shift in 
preparation of students entering college. Institution resources were measured by increases 
in college student to faculty ratios. The shift in preparation of students and the increases 
in college student to faculty ratios “accounted for about one-quarter of the observed 
completion rate decline” (Bound, Lovenheim & Turner, 2010, p.2). 
Although the research about student to faculty ratio and graduation rates seem 
inconclusive, student to faculty ratio has been used to rank higher education institutions 
by magazines, newspapers, websites, governments, or academics such as the U.S. World 
and News Report. IPEDS started to publish them in 2008. The Florida legislation 
expressed concern about a higher student to faculty ratio as an unintended consequence 
of PBF. As part of understanding PBF and its role in Florida’s higher education systems, 
it is essential to look not only to student outcomes but to those aspects that may expand 
the knowledge of PBF in Florida such as institutional expenditures and student to faculty 
ratio.  
Performance Funding 2.0 in Florida 
Florida has two public higher education systems, the State University System 
(SUS) and the Florida College System (FSC). The Board of Governors (BOG) in Florida 
published a press release indicating the official adoption of PBF for the SUS in 2013 
(http://www.flbog.edu/pressroom/news.php?id=509, Press Release, 10/09/2013). They 
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authorized $20 million tied to specific goals for Florida public universities (State 
University System, SUS). In 2013, they started the program with three metrics: average 
wages of employed baccalaureate graduates, the percentage of baccalaureate graduates 
employed or continuing their education further, and cost per undergraduate degree. The 
state assigned 50 million dollars for PBF’s second year, along with ten metrics instead of 
the original three. In a January 2014 press release, the BOG announced the official 
implementation of the new PBF model for 2014-2015 with strong support from the 
Florida Senate as expressed by the Senate president, Don Gaetz: 
Florida’s policy must be to make sure a college degree actually leads to a real job 
in the real economy. [That is] why we strongly support the Board of Governors in 
tying funding of education to the measurable performance of our colleges and 
universities. (http://www.flbog.edu/pressroom/news.php?id=516, Parr. 6.) 
Under this new PBF program, they evaluate all universities in the State University 
System (SUS) in seven common metrics. These metrics included percentage of 
bachelor’s degree graduates employed or continuing their education, average wages of 
employed baccalaureate graduates, cost per undergraduate degree, six-year graduation 
rate for full-time and part-time first-time-in-college students, academic progress rate 
(2nd-year retention with GPA above 2.0), bachelor’s degrees awarded in areas of 
strategic emphasis (including STEM), and university access rate (percentage of 
undergraduates with a Pell grant). Metric number eight, graduate degrees awarded in 
areas of strategic emphasis, applies to 10 of the state’s 11 universities. New College of 
Florida has an alternative metric (freshmen in top 10% of graduating high school class). 
The Board of Trustees for each institution decided the last two metrics. The allocation of 
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funding within this system depends on the total points (maximum of 100 points) obtained 
by each of the institutions, based on the ten metrics. Institutions in the bottom three or 
with less than 50 total points do not receive any state funding. In the approved changes 
for the 2019-2020 model, they eliminated the bottom three requirements. During 2014, 
2015, 2016, and 2017, 100, 150, 225, and 245 million respectively were allocated for 
PBF in Florida. 
The SUS in Florida has 12 institutions, but only 11 participate in the PBF 
program. The six-year graduation rate for first-time in college students is one of the first 
metrics to be included in the SUS PBF program. Starting fall 2018, the SUS PBF 
program will not consider the six-year graduation rate, one of the student outcomes in the 
program; instead, it will be evaluating the four-year graduation rate.  
The Florida College System (FCS) is the other public higher education system in 
Florida. The FCS consists of 28 colleges. The commissioner of education asked the FCS 
to develop a PBF model in 2014. Similar to the SUS PBF model, the FCS PBF model 
consists of excellence and improvement points; they also compare colleges’ performance 
within themselves. The program has three levels of compensation: gold, silver, and 
bronze. The gold level consists of the seven colleges with the highest point total. These 
colleges have their base funding restored, receive a proportional amount of performance 
dollars, and a proportional amount of performance dollars based on the size of their 
recurring base budget and the total points they earned. The silver colleges are one 
standard deviation below the mean. These colleges have their base funding restored and 
receive a proportional amount of performance dollars. The bronze colleges have total 
points of two or more standard deviations below the mean. Bronze colleges have part of 
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their “base funding withheld with the opportunity to submit an improvement plan to the 
State Board of Education and, upon showing progress in its implementation, have that 
base funding restored,” as explained in the Florida college system performance funding 
overview (2015, p. 3). The system is evaluated in four metrics: completion rates, 
retention rates, job placement, and entry-level earnings. During 2014, the total proposed 
appropriation for the FCS PBF program was 40 million dollars; the first year of the FCS 
PBF program was 2015 (See the appendix for allocation tables 2015-2016).  
Summary 
As problematic as the research presented in this section may be, PBF is a current 
policy that will, most likely, be in place for a long time. Research on how PBF affects 
different type of institutions is the first step in a long process of exploration and analysis. 
PBF is Florida’s public higher education system funding mechanism. Its implementation 
not only affects all universities and colleges in the state, but it also affects the students in 
the systems. Understanding the role of PBF on Florida’s public higher education system 
should be a priority. This dissertation seeks to contribute to the body of research on PBF 
by being one of the first exploring the role of the policy on Florida’s student outcomes 
and the administrative related aspects such as student to faculty ratio and institutional 
expenditures. There is very little research about the influence of PBF on many of the 
student outcomes used in this policy. As Hillman, Tandberg and Fryar (2015) explained, 
“we have a substantial gap in our knowledge of the effectiveness of these new strategies” 
(p.6). This lack of knowledge served as motivation for their study as well as for this one.  
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CHAPTER III 
METHODOLOGY 
Background 
The research about PBF is diverse and mixed. Some authors claim that PBF can 
help improve student success outcomes. Others claim there is not enough evidence 
indicating PBF does improve student success outcomes. Florida provides a unique 
opportunity to explore the role of PBF in two public higher education system. PBF is in 
place at the State University System (SUS) and at the Florida College System (FCS), 
which recently adopted it in 2015. At this point, it is too early to explore the impact of 
PBF in Florida. Nevertheless, if in the future, we higher education professionals want to 
explore the effect of PBF on student outcomes in higher education, we must start by 
understanding the role of PBF in Florida’s public higher education system. This study 
precisely seeks to explore such role by looking into changes in graduation and retention 
rates, student employment data, student to faculty ratios, and institutional expenditures, 
variables considered to be determinants of degree productivity for both the FCS and SUS 
since the implementation of PBF in Florida. 
Student outcomes are not the only aspect PBF can affect. In their research, 
Hillman and Corral (2018) explained that some of the aspects that may be affected by 
decreased funding due to PBF might include the student to faculty ratio, student academic 
support services and tuition increases. They make clear, “With fewer resources from the 
state, Minority Serving Institutions might respond to these budget cuts by decreasing 
their student to faculty ratio, curtailing student and academic support services, or by 
increasing tuition” (Hillman & Corral, p. 1759, 2018). Recently the Florida state Senate 
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presented concerns about the effect of PBF on the student to faculty ratio. Although they 
did not include the student to faculty ratio in the final verbiage of the Florida Excellence 
in Higher Education Act of 2018, it was a topic of discussion. Senator Bill Galvano had 
two requests for the new Higher Education Act: 
1. Require that the BOG legislative budget request include five-year trend 
information on the ratio of student enrollment to faculty. 
2. The ratio of students to administrators may not grow at a higher rate than the ratio 
of students to faculty (FIU Government relation, personal communication, 
January 22, 2018). 
Most of the discussions around PBF in Florida are related to the student success 
outcomes. However, to understand PBF, it is essential to also look at other administrative 
outcomes that may be affected by it such as the student to faculty ratio and institutional 
expenditures. The purpose of this work is to lay down the initial steps in a long list of 
consecutive studies needed in order to understand the full extent of PBF in the Florida. 
This research focuses on two areas, student success outcomes and administrative 
outcomes, as well as on two systems, the State University System (SUS), and Florida 
College System (FCS). Therefore, the questions guiding this study are: 
1. What is the role of Performance-Based Funding (PBF) in student success, 
specifically, as it attends to changes over time on graduation rates, retention rates, 
and student employment data before and after the implementation of the policy in 
Florida’s public higher education systems?  
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2. What is the role of Performance-Based Funding (PBF) as it attends to changes 
over time on student to faculty ratio and institutional expenditures in Florida’s 
public higher education systems?  
These questions are designed to help us explore the role of PBF in the public 
higher education system in Florida as it pertains to student success outcomes, and 
administrative outcomes such as student to faculty ratio and institutional expenditures. 
Figure 1. Below shows the multidirectional cycle this researcher seeks to engage with 
during this investigation.  
 
Figure 1: Performance-Based Funding and the Public Higher Education System. 
Institutions 
The two public higher education systems in Florida are the Florida College 
System (FCS) and the State University System (SUS). The FCS consists of 28 colleges. 
Performance-Based 
Funding
State University 
System (SUS)
11 institutions
Student outcomes 
(retention, graduation 
rates, employment data)
Administrative 
outcomes (student to 
faculty ratio, 
institutional 
expenditures)
Florida College 
System (FCS)
28 instituions
Student outcome 
(retention, graduation 
rates, employment data)
Administrative 
outcomes (student to 
faculty ratio, 
institutional 
expenditures)
Florida 
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The commissioner of education asked the FCS to develop a performance-based funding 
model in 2014. Similar to the SUS PBF model, the FCS PBF model consists of 
excellence and improvement points. The program has three levels of compensation: gold, 
silver, and bronze. The gold level colleges are the top seven colleges; they have their base 
funding restored, receive a proportional amount of performance dollars, and a 
proportional amount of performance dollars based on the size of their recurring base 
budget and the total points they earned. The silver colleges are one standard deviation 
below the mean. They have their base funding restored and receive a proportional amount 
of performance dollars. The bronze colleges “have part of their base funding withheld 
with the opportunity to submit an improvement plan to the State Board of Education and, 
upon showing progress in its implementation, have that base funding restored,” as 
explained in the Florida college system performance funding (2015, p. 3). Each college is 
evaluated using four metrics: completion rates, retention rates, job placement, and entry-
level earnings. During 2014 the total proposed appropriation for the FCS PBF program 
was 40 million dollars; the first year of the FCS PBF program was 2015 (See the 
appendix for allocation tables 2015-2016).  
The Board of Governors (BOG) regulates the State University System in Florida. 
The BOG published a press release indicating the official adoption of PBF for the state in 
2013 (http://www.flbog.edu/pressroom/news.php?id=509, Press Release, 10/09/2013). 
They authorized $20 million tied to specific goals for Florida public universities. In 2013, 
they started the program with three metrics: average wages of employed baccalaureate 
graduates, the percentage of baccalaureate graduates employed or continuing their 
education further, and cost per undergraduate degree. For the second year, they assigned 
 44 
 
50 million dollars to PBF along with ten metrics instead of the original three. In a January 
2014 press release, the BOG announced the official implementation of the new PBF 
model for 2014-2015. Seven metrics are common to all universities in the State 
University System (SUS) under PBF. These metrics are percentage of bachelor’s degree 
graduates employed or continuing their education, average wages of employed 
baccalaureate graduates, cost per undergraduate degree, six-year graduation rate for full-
time and part-time first-time students, academic progress rate, bachelor’s degrees 
awarded in areas of strategic emphasis, and university access rate (percentage of 
undergraduates with Pell grants). An eighth metric, graduate degrees awarded in areas of 
strategic emphasis, applies to 10 of the state’s 11 universities. The New College of 
Florida has an alternative metric (freshman in Top 10% of Graduating High School 
Class). Each institution’s Board of Trustees decided metric number nine and number ten 
for their institution. Therefore, metrics nine and ten are different for each of them. The 
allocation of funding within this system depends on the total points (maximum of 100 
points) obtained by each of the institutions, based on the ten metrics. Institutions in the 
bottom three or with less than 50 total points do not receive any state funding. In the 
approved changes for the 2019-2020 model, they eliminated the bottom three 
requirement. During 2014-2015, they allocated 100 million for PBF in Florida, 150 
million in 2015-2016, 225 million in 2016-2017, and 245 million allocated for 2017-
2018.  
Both systems have a similar mechanism in their PBF programs. They both have 
student outcome indicators. They evaluate both systems for excellence and improvement 
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points. They both use a scaling methodology. Table 1 shows the list of institutions for 
both systems.  
Table 1. Florida Public Higher Education Institutions 
Florida College System State University System 
Palm Beach State College  Florida A&M University 
St. Petersburg College  Florida Atlantic University 
Chipola College  Florida Gulf Coast University 
Pensacola State College  Florida International University 
Gulf Coast State College  Florida Polytechnic University 
College of Central Florida  Florida State University 
Daytona State College  New College of Florida 
State College of Florida, Manatee-Sarasota  University of Central Florida 
North Florida Community College University of Florida 
St. Johns River State College  University of North Florida 
Eastern Florida State College University of South Florida 
Broward College University of West Florida 
Indian River State College    
Miami Dade College    
Florida SouthWestern State College   
Florida Gateway College   
Lake-Sumter State College    
Northwest Florida State College   
Polk State College    
Florida Keys Community College   
Florida State College at Jacksonville    
Santa Fe College    
Seminole State College of Florida    
South Florida State College    
Tallahassee Community College    
Valencia College    
Hillsborough Community College    
Pasco-Hernando State College    
Variables 
As mentioned before, the metrics used in PBF programs are primarily quantitative 
measures. This research focuses on exploring patterns of change in those quantitative 
measures included in both PBF programs (SUS and FCS). This section presents two 
groups of variables, student success outcomes and administrative outcomes. Student 
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success includes all the metrics capturing student data such as graduation rates, retention 
rates, and employment after graduation. The administrative outcomes include the 
quantitative variables that are not in direct relation to PBF. These variables are student to 
faculty ratio and the institutional expenditures.  
Considering the literature, there is a common concern from faculty and other 
groups about the effect of PBF on other aspects not related to student success. A recent 
legislative update for the state discussed the inclusions of measures to evaluate student to 
faculty ratios in the State University System. This new measure refers not only to student 
to faculty ratio but also to student administration ratio. As discussed, authors like Shin 
(2010) looked not only at the student success related measures but also institutional 
expenditures to evaluate how institutions invested the new funding coming from PBF 
programs.  
 The goal of this study is to understand the role of PBF in Florida higher 
education systems by looking at student success measures and administrative outcomes. 
Doing so starts the groundwork for understanding how PBF works. Other researchers can 
use these findings to conduct further research about PBF. In order to answer the research 
questions in this study, this researcher explores patterns of change over time as well as 
differences within each system and differences between both systems. The variables in 
this study will be six-year graduation rate, retention rate, percent of bachelor’s graduates 
employed or continuing their education further one year after graduation, job placement 
or continuing education, student to faculty to ratio, and institutional expenditures.  
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Data Collection 
Table 2 shows the outcomes explored in this study, the data sources for each 
outcome, and the span of years for which data was available. IPEDS is a source of annual 
panel data for institutions of higher education. It provides institutional level data for 
enrollment, ethnicity, admissions, graduation, and so forth. Data for each outcome 
generated from IPEDS responds to years of availability. Even though IPEDS offered 
public data sets in the 1980s, it was not until 2004 that the database included graduation 
rates. The data for the institutional expenditure outcome became available in 2005 and for 
the student to faculty ratio in 2008. The Florida Board of Governors (BOG) publishes 
individual outcomes data for each university in the SUS in a document called Final 
Metric Score Sheet. A final metric score sheet includes each institution’s data for each of 
the metrics in the PBF program for the SUS. The State Board of Education (SBOE) 
publishes individual college outcomes data for each institution in the FCS in a document 
called FCS Measure Outcomes. An FCS Measure Outcomes includes each institution’s 
data for each of the metrics considered in PBF for the FCS. Job Placement or continuing 
education is an outcome for both the SUS and FCS and is calculated by their respective 
governing boards.  
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Table 2. Data Source and Outcomes. 
 As this study explored changes in student and institutional outcomes before and 
after the implementation of PBF in Florida in 2013, it engages with a substantial amount 
of existing institutional and state-wide data. The unevenness of data collection on each 
variable precludes a single period from framing the study, and table 2 indicated the 
specific years that data were available and analyzed for each variable.  
Data Analysis 
A comprehensive descriptive analysis was conducted to explore trends in student 
and institutional outcomes surrounding the period before and after the implementation of 
PBF programs in Florida. Specifically, this study explored: 1) institutional-level changes 
by variable, 2) relative institutional positions (within a system) by variable, 3) overall 
system changes by variable, and 4) overall institutional position within the performance 
funding system for graduation rates. Given that there were no formal across-institutional 
 Variables Source Years of availability 
 
 
Student 
Success 
Variables 
Graduation Rate IPEDS 2004-2016 
Job Placement or continuing 
education - SUS 
BOG-PBF 
Metrics 
2014-2017 
Job Placement or continuing 
education - FCS 
FCS-PBF 
Metrics 
2012-2016 
Retention Rates IPEDS 2004-2016 
 
 
Other 
Variables 
Institutional Expenditures: 
 Instructional 
 Research 
 Public Service  
 Academic Support  
 Student Services  
 Instructional Support  
 All other core expenses 
IPEDS 2005-2016 
Student to Faculty Ratio IPEDS 2008-2016 
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rankings before the establishment of PBF, the researcher calculated a composite score 
based on the relative institutional positions for the graduation rate variable for each year 
before 2013 for the SUS and 2015 for the FCS used as a proxy of institutional position. 
Improvement and excellence points, which serve as the basis for current PBF rankings, 
were assigned following each PBF program guidelines to evaluate how each intuition 
within each system would have performed under PBF guideline prior its implementation 
based on graduation rates.  
The data analyses for all four major parts of the study aim to show change; 
therefore, most results will be depicted visually. Working with population data eliminates 
the need for inferential statistics, and being a correlational design, this study will not 
make causal claims. Instead, the comprehensive descriptive analysis conducted here will 
focus on presenting an accessible overview of the broader changes in student, 
institutional, and system outcomes associated with PBF in Florida.  
Summary 
The purpose of the study was to explore the role of PBF in the two public higher-
education systems in Florida. In order to understand this role, this study analyzes student 
success outcome variables over time. This study attends changes in graduation and 
retention rates, student employment data, student to faculty ratios, and institutional 
expenditures, variables considered being determinants of degree productivity for both the 
FCS and SUS. Eleven institutions are included for the SUS and 28 for the FCS. IPEDS 
data are used to conduct a comprehensive descriptive analysis of these variables. With 
this analysis, this researcher explored: 1) Institutional-level changes by variable, 2) 
relative institutional positions (within a system) by variable, 3) overall system changes by 
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variable, and 4) overall institutional position within the performance funding system for 
graduation rates. These four analyses are meant to answer both research questions:  
1. What is the role of Performance-Based Funding (PBF) in student success, 
specifically, as it attends to changes over time on graduation rates, retention rates, 
and student employment data before and after the implementation of the policy in 
Florida’s public higher education systems?  
2. What is the role of Performance-Based Funding (PBF) as it attends to changes 
over time on student to faculty ratio and institutional expenditures in Florida’s 
public higher education systems? 
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CHAPTER IV 
RESULTS 
 This study looked at student success outcome variables, student to faculty ratios 
and institutional expenditures from 2004 to 2016. The variables considered under the 
student success included: graduation rates, retention rates, and student employment rates. 
This research looks at the two public higher education systems in Florida, the SUS and 
then the FCS. For each system, the chapter presents the variables related to student 
success first, and then the student to faculty ratio and institutional expenditures. This 
chapter ends with a comparison between systems. 
 To better understand the role of PBF on Florida’s public higher education system 
it is important to briefly review how the system was funded and consider this when 
looking at any changes in trends for any of the variables in this section. Before PBF, 
Florida’s public higher education system was funded based on enrollment. The system 
had been experiencing budget cuts of up to 22 percent since 2007 (Orozco, 2012). “By 
2009-2010, Florida’s higher education funding had dropped 26 percent from 20 years 
earlier, and 40 percent from only three years earlier, to $6,150 per FTE (Full Time 
Equivalent) student (versus $8,2945 in 1990-1991 and $10,212 in 2006-2007)” 
(Orozco,2012, p. 2). PBF brings 20 million in new funding for its first year in 2013 for 
the SUS and 30 million for the FCS, giving institutions an opportunity to qualify for this 
new funding based on their performance (Specific funding allocations per institution can 
be found for the SUS in www.flbog.edu and the FCS on www.floridacollegesystem.com. 
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State University System 
Student Success Outcomes: Graduation 
IPEDS defines graduation rates as full-time, first time, degree or certificate-
seeking students who started and finished at the same institution. Students included in the 
graduation rate do not represent all students at an institution (https://nces.ed.gov/pubs201 
7/2017046.pdf). They calculate graduation rates by dividing the number of students who 
completed their program within 150% of the time by the number of student in the 
entering cohort. In the SUS, (four-year institutions), students who completed their 
program within 150% of the time are students who finished their program within six 
years. Figure two shows descriptive statistics for the SUS graduation rate from 2004 to 
2016. The most frequent graduation rate for the SUS was 49%. The average graduation 
rate for SUS was 55% (M=55; SD =14.27). The histogram shows a higher frequency of 
graduation rates in the lower bottom of the distribution, between 35% and 54% for the 
SUS. 
 
 
Figure 2: Descriptive Statistics for the SUS Graduation Rate from2004 to 2016 
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Figure 3 below shows the graduation rate trend for the SUS. As shown in the 
trend below, the graduation rate was stable from 2008 to 2011 at 53%. From 2011 to 
2013, there is an increase of 1% and 2% respectively. In 2013, Florida was preparing for 
the implementation of PBF; one year afterward (2014), the increase in graduation rate 
was 2%. The graduation rate then stabilizes between 58 and 59 percent for the rest of the 
years 2015 to 2016. 
 
Figure 3. SUS Graduation Rate Trend 
Figure 4 below shows the graduation rates trends for each of the institutions in the 
SUS from 2004 to 2016. Institutions grouped into three categories, high, middle and low. 
The distinction among these groups became clear after the implementation of PBF when 
USF performance was closer to UCF and NCF performance forming the middle group. 
After the implementation of PBF, there were three institutions with graduation rates 
between 60% and 70%, University of Central Florida (UCF), New College of Florida 
(NCF), and University of South Florida (USF). The University of South Florida started 
with a 47% graduation rate in 2004, joined the 60% graduation rate in 2013 and stabilized 
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in a 67% graduation rate in 2014, distancing itself from the rest of the institution in the 
“lower group.” Two institutions remained in the higher end of the percentage trends, 
above 70%, University of Florida (UF), and Florida State University (FSU) forming the 
higher group. Six institutions had graduation rates between 30% and 60%. 
 
Figure 4. Graduation Rate Trends for the State University System 
PBF started in 2013 for the SUS; 2014 was the first year of evaluation for 
institutions on the PBF program. After the implementation of PBF in 2013, most of the 
institutions increased graduation rates. Two thousand fourteen shows a higher rate of 
change for more institutions in the SUS than any other year from 2005 to 2016. Table 3 
shows the rates of change for each of the institutions from 2004 to 2016 for the SUS and 
each of the institutions within the system. 
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Table 3. SUS Graduation Rate of Change 
 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 SUS 2% -1% 3% 3% 0% 0% 0% 2% 3% 4% 1% -1% 
FAMU -2% -7% -7% 5% -5% 5% -2% 0% 3% -2% -3% 5% 
FAU 0% 0% 3% 3% -3% 11% 2% -5% 0% 12% 7% 2% 
FGU 3% -8% 0% 17% 10% 4% -4% 0% -2% 11% -12% 7% 
FIU 2% 0% 2% 0% -6% 0% -7% 14% 6% 4% 7% -3% 
FSU 2% 3% 1% 1% 1% 4% 0% 1% 3% 3% 0% 1% 
NCF    13% -5% 13% 0% 1% -4% 5% 3% -11% UWF 2% 0% 14% -8% 2% 4% 2% -6% -7% 21% -8% 4% 
UCF 4% 2% 2% 7% 0% 2% -2% 3% 3% 4% 0% -1% 
UF 1% 0% 3% 1% 0% 2% 0% 1% 2% 1% -1% 0% 
UNF 2% -6% 0% -2% 9% -4% 6% -4% 4% 10% 0% -2% 
USF 2% 2% 0% -2% 0% 6% 2% 10% 11% 6% 1% -1% 
  
The stack graphic below clearly demonstrates the increase in 2014, with a total 
increase of 4% systemwide; 2014 is the year with the highest increase for graduation 
rates in the SUS. This increase agrees with Dougherty and Hong (2006), Phillips (2002), 
and Bell’s (2005) findings; there is a positive effect of PBF on graduation rates. They 
also ask for caution when claiming the increase in graduation rates is due to the 
implementation of PBF. The data for this variable suggests there may be an effect for the 
first year after implementation of PBF. Future research should explore if such increase 
was related to the adoption of PBF.  
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Figure 5. SUS Graduation Rate of Change Stack Graphic 
The University of West Florida had the highest rate of change, 21%, in 2014. The 
lowest rate of change for 2014 was negative two percent for Florida Agricultural and 
Mechanical University. 
 
Figure 6. SUS Institutions Graduation Rate of Change Stack Graphic. 
Although in 2014 there is an increase in the rate of change, for 2015 and 2016 this 
increase did not recur. Two thousand sixteen was the year with the highest decrease; six 
of the 11 institutions decreased graduation rates. 
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Figure 7: SUS Calculated PBF Score for the Six-Year Graduation Based on IPEDS 2005-
2016 Data 
Figure 7 shows the calculated PBF scores for the six-year graduation rate from 
IPEDS. Six-year graduation rates are one of the few variables in IPEDS that are also a 
metric in the PBF program, whereas other variables in this study, taken from IPEDs, can 
help us explore student outcomes but they are not one of the metrics in the PBF program 
for the SUS. Exploring the graduation rates offers the opportunity to apply the SUS PBF 
program methodology to the variable to explore how the institutions could have scored 
under the PBF programs. The BOG excellence and improvement benchmark (see 
www.fbog.com) were used to assign a PBF score. The excellence score was assigned by 
comparing the IPEDS six-year graduation rate with the benchmarks apportioned by the 
BOG for the PBF program. The improvements points were calculated by subtracting the 
scores and multiplying the difference by 2. This is the same process used by the BOG to 
calculate improvements point. The result for such calculation is in figure seven. The 
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figure shows FSU and UF performing on top of all the other institutions for the 12 years. 
All other institutions have at least one year where they did not score any points except for 
UCF that managed to score points in all of the years. FAMU and FAU are the two 
institutions performing in the lower end when compared to the other institutions in the 
system. Lastly, it is important to note that 2014 is the year where at least eight of the 
institutions had a higher PBF calculated score for this metric. Since graduation rates may 
take longer to increase as explained by Shin (2010), who found graduation rates increase 
by a lower rate than other variables after implementation of PBF, future studies should 
explore the reasons for the 2014 increase.  
Student Success Outcome: Job Placement 
The SUS PBF program contains an employment or continuing education variable. 
Data for this variable is published by the BOG annually as part of their final metric score 
sheet for the PBF program. A final metric score sheet is available for each of the five 
years the PBF program was in place in Florida for the SUS. These are available at the 
BOG website under the Performance-Based Funding Model page 
(https://www.flbog.edu/board/office/budget/ performance _funding .php). For this 
particular variable, the BOG gathers information from three sources, the SUS internal 
data set for military and post-enrollment data, the national student clearinghouse for post-
enrollment data, and the Florida education and training placement information program 
for employment data. The PBF program assigns each institution in the SUS improvement 
or excellence points. For improvement points, if the institutions increased its current year 
performance by one percent, it would score one point of improvement, up to a maximum 
of 10 points. The BOG subtracts the previous year’s percentage form the current year 
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percentage to calculate the improvement points. Excellence benchmarks for this variable 
are as follows:  
Point 10 9 8 7 6 5 4 3 2 1 
Benchmark 72.8 70.5 68.3 66 63.7 61.4 59.2 56.9 54.6 52.3 
 
For each two percent improvement in the employment or continuing education 
variable, the institution gets one excellence point. The total employment or continuing 
education for the years PBF has been in place in Florida is in figure 8. The minimum rate 
for the five years was 65%, and the maximum rate was 72%. It is important to consider 
that this variable only represents between 80% and 90% of the SUS graduates, as 
indicated in the BOG methodology (https://www.flbog.edu/board/ office/ budget 
/_doc/performance_funding/PBF_FAQs.pdf).   
Figure 8 shows an increase in 2015. The increase in 2015 coincided with a change 
in methodology. The 2015 revision added to the data from “the Department of Economic 
Opportunity and Florida Education and Training Placement Information Program 
(FETPIP) to include military/federal government graduates and graduates employed 
outside Florida.” (Board of Governors Performance-Based Funding Model Changes 
Approved on November 6, 2014, https://www.flbog.edu/board/office/ 
budget/_doc/performance_funding/Changes_2015-16.pdf). This change increased the 
pool for the variable; this could be the reason for the 6% increase in the employment or 
continuing education variable in 2015. In 2017, the BOG implemented a second 
methodology change for this metric. They approved an increase in the wage threshold 
from minimum wage to $25,000 to include a bachelor’s degree recipient in the data set 
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(https://www.flbog.edu/ board/office/budget/_doc/performance_funding/Changes_2017-
18.pdf). This change could be the reason for the six percent decrease in the Employment 
or continuing education rate. Further research should explore more deeply the changes in 
2015 and 2017. 
 
Figure 8. SUS Total Employment or Continuing Education Rates 
Figure 9 shows employment or continuing education rates for each of the 
institutions in the SUS between 2014 and 2018. The trends for 10 of the institutions are 
very similar; most of them performing between 60% and 75%. The years with the highest 
employment rates are 2015 and 2016. There is one institution that separates itself from 
the rest in the employment or continuing education trend, New College of Florida. This 
institution employment rate is almost 10% points lower than the rest of the institutions in 
the system for 2014 through 2018.  
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Figure 9. SUS Employment or Continuing Education Rates 
Figure10 shows the rate of change of the Employment or continuing education 
rates from 2014 to 2018. The year with the highest rate of change was 2015. The trend 
line in figure 10 shows the change from 2014 to 2015 was the highest one for all 
institutions in the SUS. The rate of change was between 7 and 15 percent. In the rate of 
change by year, New College of Florida had the lowest trend, and also a very different 
rate of change for 2017 and 2018. In 2017, this institution decreased its employment or 
continuing education rate by 21% to improve by 29% in 2018. 
Further research should explore the particular patterns for employment or 
continuing education rates in the New College of Florida. Perhaps the institution 
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experimented with new strategies to influence this metric during these years. 
Nonetheless, future researchers should explore the reasons for such changes.  
 
Figure 10. Rate of Change Employment or Continuing Education SUS 
Student Success Outcome: Retention 
IPEDS retention rates represent the percentage of first-time, full-time 
undergraduate students who returned to the same institution the following fall after 
admissions. Hillman, Tandberg, and Fryar (2015) suggest that even when PBF may have 
little to no effect on degree completion, it is possible that it has a positive effect on 
intermediate outcomes such as student retention. In this section, this researcher explores 
the retention rate trends before and after the implementation of PBF in the SUS.  
Figure 11 shows descriptive statistics for the SUS retention rate from 2004 to 
2016. The most frequent retention rate for the SUS was 82%. The average retention rate 
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for SUS was 82.81% (M=82.81; SD =6.72). The histogram shows a higher frequency of 
retention rates in the middle of the distribution, between 79.0% and 83.5% for the SUS.  
 
Figure 11: Descriptive Statistics for the SUS Retention Rates from 2004 to 2016 
 Figure 12 below shows the retention rate trend for the SUS. The retention rate 
fluctuates between one and two percentage points from 2004 up to 2013 when the state 
implemented PBF. After 2013, the retention rate gradually increases up to its highest 
point of 85% in 2016. The reasons for such change in the pattern could be many, from 
new initiatives implemented to increase retention, up to a more stable data reporting 
methodology. Future research could explain the reasons for this pattern change. 
 
Figure 12. SUS Retention Rate Trend 
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Figure 13 below shows retention rate trends for each of the institutions in the SUS 
from 2004 to 2016. The 11 institutions in the SUS seem to have similar patterns in 
retention rate trends from 2004 to 2016. The rate of change of the retention rate variable 
generally fluctuated between negative one percent and positive one percent for the 12 
years. 
 
Figure 13: SUS Retention Rates Trends 
Table 4 shows with more clarity how the relative institutional position within the 
SUS was for the 12 years. It is clear from figure 13 that UF retention rate trend positioned 
this institution above the other 11 institutions with rates ranging in the 90s. The arrows in 
table 5 show the values for retention rate clustered in three groups. The first icon (↑) 
represents the top one-third of the values, the second icon (→) represents the second third 
of the values, and the third icon (↓) represents the lowest one-third of the values. UF kept 
its positioning in the top third for the 12 years. FSU joined UF in the top third in 2005 
and USF in 2012. UCF, NCF, FIU, and FAMU kept in the second third for most of the 
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years, while UNF, FGU, FAU, and UWF shared the lowest third position. After the 
implementation of PBF in 2013, the top one-third group increased, and in 2016 four 
institutions had joined this position. 
Table 4. SUS Retention Rates 
 
 
 
 
 
 
Administrative Outcomes: Student to Faculty Ratio 
As Borden (2011) explained, one piece of information required by the Higher 
Education Opportunity Act (HEOA) is the student to faculty ratio. “The National Center 
for Education Statistics (NCES) added the collection of this measure to the Integrated 
Postsecondary Education Data System (IPEDS) in the Fall Enrollment component for the 
2008-09 data collection year” (Borden, 2011, p.1). The official definition for this measure 
is the ratio of FTE students to FTE instructional staff, as provided by IPEDS 2018-2019 
Glossary. As previously mentioned, there were some concerns among the Florida Senate 
in the last revision of the Florida Excellence in Higher Education Act (2018). Although 
the Senate did not include the student to faculty ratio in the final verbiage of the Florida 
Excellence in Higher Education Act of 2018, it was a topic of discussion. Senator Bill 
Galvano requested an evaluation of a five-year trend on the ratio of student enrollment to 
faculty (FIU Government relation, personal communication, January 22, 2018). Even 
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when the Senate did not include the measure as part of the PBF programs in Florida, the 
question remains, is the student to faculty ratio increasing or decreasing since the 
implementation of PBF. In this section, this researcher explores student to faculty ratio 
trends for SUS system. 
Since IPEDS started calculating student to faculty ratios, it has fluctuated between 
32 and 10 for the 11 institutions in the SUS participating in the PBF program. This 
measure has an average of 21.98 (M=21.98, SE 0.53). The histogram below indicates a 
higher frequency of score between 18 and 22. 
 
Figure 14: Descriptive Statistic for the SUS Student to Faculty Ratio from 2008 to 2016 
Figure 15 contains the trends for the student to faculty ratios. It started around 
21.50 in 2008 and fluctuated throughout the years, with the highest ratio in the high 22. 
In 2013, the year of PBF implementation for the SUS, the student to faculty ratio for the 
SUS was 22.36. After the implementation of PBF, the rate steadily declined for the SUS 
with the lowest score of 21.17 in 2016. 
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Figure 15. SUS Student to Faculty Ratio. 
 Figure 16 allowed us to take a closer look at how the student to faculty ratio 
fluctuates for each institution within the SUS. Two institutions separate themselves from 
the rest. UCF performed in the higher end with scores in the 30s, almost 5% higher than 
the rest of the group. On the other hand, NCF had the lowest student to faculty ratio 
throughout the eight years, 5% lower than the rest of the institutions in the SUS. Lastly, 
there is a reduction in the spacing among institutions performing in the middle of the 
distribution, between 25 and 15, since the implementation of PBF in 2013.  
 
Figure 16. SUS Institutions’ Student to Faculty Ratio 
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 Table 5 shows two institutions with a rate of change close to zero, FGC and NCF. 
Both institutions have the same student to faculty ratio since 2010. UWF was the only 
institution decreasing their student to faculty ratio for two consecutive years after the 
implementation of PBF in 2013. Only three institutions decreased their ratios in 2014, 
one year after implementation. Two years after implementation 8 of the 12, institutions 
decreased their student to faculty ratio. 
Table 5. SUS Student to Faculty Ratio Rate of Change 
 
 
 
 
 
 
 
The rates of change and the percentage trends for the SUS student to faculty ratio 
show they have been decreasing as times goes by. This tendency seems to remain 
unaffected by the implementation of PBF in Florida for the SUS. The data did not support 
concerns about sudden increases in students’ course sections in the SUS institutions. 
Administrative Outcomes: Institutional Expenditures 
IPEDS collects higher education financial information through the Finance 
Survey. As explained by IPEDS, this annual survey describes the financial condition of 
postsecondary education in the nation. To explore Florida’s higher education financial 
condition and its relation to PBF, this researcher looked at the seven types of institutional 
Institutions 2009 2010 2011 2012 2013 2014 2015 2016
FAMU 0.13 0.06 0.05 -0.05 -0.11 -0.12 0.07 -0.06
FAU -0.05 0.17 -0.05 0.15 0.04 0.00 -0.04 0.04
FGC 0.05 0.00 0.00 0.00 0.00 0.00 0.00 0.00
FIU 0.04 0.04 -0.04 -0.04 0.04 -0.04 -0.04 0.08
FSU 0.00 0.04 0.04 -0.04 0.00 0.00 -0.04 -0.04
NCF 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
UWF 0.00 0.05 0.04 -0.04 0.04 -0.04 -0.04 0.00
UCF 0.03 0.00 0.03 0.00 -0.03 0.00 -0.03 0.00
UF 0.00 0.05 -0.05 0.05 0.00 0.00 -0.05 0.00
UNF 0.10 -0.09 -0.05 0.00 0.00 0.00 -0.10 0.06
USF -0.04 0.04 -0.04 -0.11 0.00 0.04 -0.04 -0.08
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expenditures collected in the IPEDS financial survey from 2004 to 2016. 
 The SUS adopted the PBF in 2013. Figure 17 shows an average for each of the 
seven institutional expenditures from 2004 to 2016 in the SUS Instruction expenses, 
research expenses, public service expenses, academic support, institutional support, other 
core expenses, and student services expenses. IPEDS calculates all the expenses based on 
FTE (Full-time Equivalent). Six of the expenses trends ranged between $1,000 and 
$3,500 per FTE. The average instruction expense is the only one with a range of $6,000 
$9,000 per FTE for 2004 to 2016. 
After implementation of BPF in 2013, all the expenses increased for 2014 and 
2015 except for “All other core expenses per FTE” which decreased nine percent in 2013 
and eight percent in 2014. The most noteworthy increase after the implementation of PBF 
in 2015 was institutional support expenses by FTE; it had a 43% increase. Based on 
IPEDS glossary this expense references: 
Expenses for the day-to-day operational support of the institution. [It] includes 
expenses for general administrative services, central executive-level activities 
concerned with management and long-range planning, legal and fiscal operations, 
space management, employee personnel and records, logistical services such as 
purchasing and printing, and public relations and development. Also includes 
information technology expenses related to institutional support activities (NCES, 
2018, p. 3). 
 Student Services expenses increased by 31% in 2015 as well as Academic 
Support Services. Student Services expenses refer to: “expenses for admissions, registrar 
activities, and activities whose primary purpose is to contribute to students’ emotional 
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and physical well-being and [ ] their intellectual, cultural, and social development outside 
the context of the formal instructional program” (NCES, 2018, p. 4). Academic Support 
Services refers to “expenses of activities and services that support the institution's 
primary missions of instruction, research, and public service” (NCES, 2018, p. 2). The 
increase in both types of expenses appears after the implementation of PBF; future 
research should evaluate the role of PBF in such increases. 
 In his study, Shin (2010) explained that “performance-based accountability did 
not contribute to the growth of research funding” (p.63). Shin's finding is consistent with 
the conclusion in this dissertation. Research expenses only increased by 3% and 1% in 
2014 and 2015. 
 
Figure 17: SUS Average Expenses per FTE 2004-2016 
Table 6. Change of Percentage SUS Expenses 2005 to 2016 
 
 
  
 
Column1 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016               PBF
Instruction expenses 3% 1% 6% 1% 5% 19% 3% -4% 1% 8% 4% 0%
Research expenses -4% 9% -2% 4% 21% 4% -3% -1% 3% 1% 9%
Public service expenses -5% 7% 2% 54% 9% 5% -5% 14% 4% 19% 10%
Academic support expenses 13% 1% 2% 2% 2% 16% 3% -4% 3% 13% 30% -5%
Institutional support expenses 19% -1% 2% 0% 9% 6% 0% -7% 0% 14% 43% 10%
 All other core expenses -35% -1% 10% 7% -3% -53% 8% 11% -9% -8% 11% 3%
Student services expenses 1% -1% 12% 3% 7% 11% 4% -1% 3% 6% 31% -10%
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When going into each institution trend for the expenses, they all follow a similar 
pattern (see figure 18). All the institutions present a higher trend for Instruction expenses. 
Also, they increased the academic support expense and the institutional support expense 
after the PBF implementation in 2013. There were three institutions increasing research 
expense after the implementation of PBF, FSU, UF, and USF. NCF presented the highest 
trend for student services expenses when compared with the other institutions in the SUS. 
Figure 18 shows the SUS institutions and their expense trends from 2004 to 2016. 
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Figure 18: SUS institutions Expenses 2004-2016 
In this section, the researcher presented the SUS trends for the graduation rate, 
employment rates, retention rates, student to faculty ratio, and institutional expenditures. 
The next section includes FCS data results, specifically, the graduation rates trends for 
the system and each institution. Employment rates, retention rate, student to faculty ratio, 
and institutional expenditures for the FCS as well as each institution within the system 
will also be discussed. 
Florida College System 
Student Success Outcomes: Graduation 
The Florida College System adopted its PBF program in 2015. Figure 19 shows 
descriptive statistics for the FCS graduation rate from 2004 to 2016. The most frequent 
graduation rate for the FCS was 31%. The average graduation rate for FCS was 35% 
(M=35; SD =7.08). The histogram shows a higher frequency of graduation rates in the 
lower bottom of the distribution, between 24% and 38% for the FCS. There are some 
graduation rates in the 49% to 56% region. 
 74 
 
 
Figure 19: Descriptive Statistics for the FCS Graduation Rate from2004 to 2016 
Figure 20 below shows the graduation rate trend for the FCS. As shown in the 
trend below, the graduation rate fluctuated between 33% and 35% percent from 2004 to 
2016. There is an increase in 2013 from 35% to 38%, the highest increase in the 12 years. 
Graduation rates for the FCS were in the 33% to 35% range after 2013 and stayed stable 
in 35% for 2015 and 2016. From 2011 to 2013, there is an increase of one percent and 
two percent respectively. In 2013, when Florida was preparing for implementation of 
PBF in SUS, the increase in graduation rate for FCS was two percent for a total 
graduation rate of 38%, the highest in the last 13 years. The graduation rate then 
stabilizes at 35% for 2015 and 2016. 
 Figure 20. FCS Graduation Rate Trend 
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FCS PBF program classifies institutions based on their performance in three 
groups, gold, silver, and bronze. Figure 21 shows its graduation trends from 2004 to 
2016. One year after implementation of the PBF program graduation rates for the gold, 
silver and bronze groups were 39%, 38%, and 35% respectively. Differences in the trends 
for these three groups are very subtle, between one and two percent throughout the years. 
 
Figure 21. FCS Graduation Rate Trend for Each Classification in the PBF Program 
FCS-Gold Classification 
The gold group was composed of Florida SouthWestern State College, Lake-
Sumter College, State College of Florida- Manatee Sarasota, Valencia College, Gulf 
Coast State College, Santa Fe College, and Tallahassee Community College. The college 
with the highest graduation rates was Santa Fe College. From the seven colleges under 
this Gold classification, three of them decreased their graduation rates after the 
implementation of PBF and four of them increased their graduation rates. Figure 22 
presents the graduation trend for each of the institutions in the gold group. As previously 
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discussed, Santa Fe College performed above the rest of the institutions in this 
classification. 
 
Figure 22: Graduation Rate Trends for the FCS Gold Classification 
FCS-Silver Classification 
The FCS Silver classification consists of 16 colleges. Figure 23 shows the 
graduation rates for the top eight colleges and figure 24 shows the eight colleges in the 
bottom. Differently from the Gold classification, the silver top classification does not 
have a single college that separates itself from the rest regarding the graduation rates 
trends. Instead, two colleges seem to perform above the rest in this classification and one 
college that occasionally reaches the top two colleges. These two top colleges are Chipola 
College and Eastern Florida State College. Florida Gateway College presents drastic 
decreases in 2010, 2013, and 2015. 
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Figure 23: Graduation Rate for the FCS Silver Classification Upper 8 Institutions 
These three years have particular events that may be influencing the graduation 
rate for this institution. For example, 2010 is the year IPEDS adopted methodological 
changes in their surveys, 2013 is the year Florida adopted PBF for the SUS, and 2015 is 
the year the FCS adopted PBF. Future researches should investigate if these three events 
had anything to do with the changes in trends, specifically if the adoption of PBF in the 
SUS created a statewide effect affecting the FCS and perhaps the private higher 
education system in Florida as well. 
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Figure 24: Graduation Rate for the FCS Silver Classification Lower 8 Institutions 
FCS- Bronze Classification 
The Bronze classification consists of those institutions that performed in the lower 
end for the FCS PBF program. There were five institutions in this classification, College 
of Central Florida, Northwest Florida State College, Pensacola State College, Daytona 
State College, and Pasco-Hernando State College. The graduation rate trends from 2004 
to 2016 are in figure 25. For the bronze classification, none of the institutions separated 
from the rest. Instead, all five showed similar trends, with decreases in the graduation 
rates from 2013 to 2015 and a slight increase from 2015 to 2016, after the 
implementation of PBF.  
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Figure 25: Graduation Rate for the FCS Bronze Classification 
FCS-Rate of Change 
 Table 7 demonstrates the rate of change for the FCS from 2005 to 2016. The FCS 
showed a higher variability for the rate of change than the SUS. Changes in this system 
go from -27% to 67%. From 28 institutions in the system, 10 of them had a negative rate 
of change for the year after the implementation of PBF and 18 had an increase. The 
institution with the highest increase in the FCS after the implementation of PBF was Gulf 
Coast State College. This institution increased its graduation rate 67 percent, placing 
itself among the gold classification for 2016. On the other hand, the institution with the 
highest decrease in the FCS after the implementation of PBF was Miami Dade College. 
This institution decreased its graduation rate by 17%, placing itself among the silver 
classification for 2016.  
The FCS is composed mostly of two-year institutions. Students attending a two-
year institution may do so for reasons other than attaining a degree. Zarkesh and Beas 
(2004) reviewed performance indicators in community colleges and assessed their effect 
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on the institutions. They collected data from 47 states using a semi-structured interview 
and found that community colleges were being evaluated using some of the performance 
indicators generally used to evaluate four-year institutions. Zarkesh and Beas (2004) 
claimed that those performance indicators did not reflect the value of community 
colleges, whose missions are different from four-year institutions. The authors argued 
that even when “this indicator [i.e., graduation rates] can be used correctly to measure the 
success of a university, it does not similarly reflect the value of a community college due 
to the many two-year college students who take classes for reasons other than simply to 
attain a degree” (p. 654). Other authors argued against using graduation rates to evaluate 
colleges as well (Burke & Minassians, 2004; Christopher, 2010). The data presented for 
the FCS (M = 35) clearly shows there is a gap in graduation rate when compared with the 
SUS graduation rates (M= 55). Future research should evaluate other measures of quality 
within the FCS, and their changes, if any, during, before, and after the adoption of PBF. It 
is important to consider that graduation rates are still a metric used to evaluate FCS 
within the new PBF program. 
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2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Florida SouthWestern State College 43% -12% -21% 43% -24% 8% -4% 12% 3% 10% -3% 3%
Gulf Coast State College -12% 13% -9% 6% 15% -18% 6% 15% -16% 3% -27% 67%
Lake-Sumter State College -3% 0% -12% 3% 13% 0% 18% -13% 0% 14% -15% 15%
Santa Fe College -2% 10% -30% 5% 36% -30% 8% 7% 2% 30% -3% -10%
State College of Florida-Manatee-Sarasota -6% -9% 3% 3% -3% 0% 3% 0% 9% -11% -6% 17%
Tallahassee Community College 3% -23% 29% 0% 13% 6% 0% -11% 0% -3% 9% -6%
Valencia College 6% -6% 3% 9% 8% -2% -5% 8% -2% 10% 0% -2%
Chipola College 18% -4% 2% -18% 12% -11% 17% -4% 2% -13% -5% 23%
Broward College 0% -4% 0% 14% -12% 0% 14% 12% 14% 6% -6% -6%
Florida Gateway College 2% -4% 0% 0% 0% -21% 41% -10% -21% 41% -27% 14%
Seminole State College of Florida -9% -10% 7% 3% 13% -14% 7% 9% 0% 9% 0% -5%
Hillsborough Community College 0% -4% 4% 0% 11% 7% -9% -3% -14% 21% 3% 0%
Miami Dade College -5% 10% 13% 0% -4% 0% 0% 24% 3% 3% 6% -14%
Eastern Florida State College 7% -9% 0% 10% 9% -6% 4% -11% 7% 4% -11% 10%
Palm Beach State College 7% -7% 15% 0% -13% 15% 0% 13% 3% -6% 3% 0%
St Petersburg College 11% 0% -6% 3% -3% -3% 0% 11% -6% 14% -6% -10%
Polk State College -10% 4% 4% -3% 11% -6% 0% 7% -3% -10% 7% 10%
Florida Keys Community College -23% -13% 38% 11% 3% -17% -3% -6% 10% -6% -6% 13%
Florida State College at Jacksonville -9% -6% 17% -9% -6% 3% 3% 3% 6% 3% -3% 6%
Saint Johns River State College 9% -16% -3% -3% 17% -11% 0% 16% 14% 0% -12% 17%
Indian River State College -14% 16% 11% -22% 19% 8% -5% 5% -2% -3% -8% 8%
North Florida Community College 5% -11% -10% 14% 0% -8% 5% 13% -2% -2% 24% -12%
South Florida State College -12% -9% 13% 9% -10% 5% -17% 16% 7% -17% 15% 7%
College of Central Florida -8% 0% -3% 3% 6% -8% 3% 6% 19% -7% -5% 3%
Daytona State College 27% 3% -24% 27% -12% 14% -12% -3% 36% -5% -8% 3%
Northwest Florida State College -12% 19% -29% -17% 20% 0% 3% 19% -7% -2% -8% -5%
Pasco-Hernando State College 3% -9% -7% -4% 19% 6% 0% -3% 9% -6% -3% 9%
Pensacola State College 0% -10% 8% 4% 7% -10% 7% 3% 0% 6% -6% -3%
Bronce
Gold
Silver
Table 7. Rate of Change for the Florida College System from 2005 to 2016 
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Figure 26 shows the stacked line chart for the FCS PBF calculated scores for six-
year graduation rates from 2005 to 2016. These scores were calculated using the FCS 
PBF methodology. Excellence points were calculated using the system average for the 
previous two years and the standard deviation as explained in the 2017-18 Florida 
College system PBF model (https://www.floridacollegesystem .com /resources/ 
publications /performance_funding_model_2017-18.aspx). The improvement points were 
calculated using the percentage change formula [(CY -PY Avg.) / PY Avg]. Points were 
awarded based on the percentage change table in the 017-18 Florida College system PBF 
model. The graph shows an increase in the cumulative value of the calculated PBF score 
for graduation rates in the FCS for 2009 followed by a decrease from 2010 to 2013. 
Reasons for the decrease in 2010 are not clear, although 2010 was a year for 
methodological changes in IPEDS, which may have affected the data for that particular 
year. In 2013, Florida was preparing to adopt PBF in the SUS; further research should 
explore how the SUS adoption of PBF may indirectly affect other public and private 
systems in Florida.  
Finally, 2016 shows a cumulative increase for the calculated PBF score. Two 
thousand sixteen was the first year after the FCS adopted the PBF program in 2015. The 
six-year graduation rate for the FCS considers a three-year allowable time for students in 
two-year programs and a 6-year allowable time for students in four-year programs to 
graduate from the institution. Therefore, the direct effect of PBF in such a metric should 
not be visible until 2019. Reasons for the 2016 graduation rates increase are not clear, but 
an extended investigation into the FCS reaction to PBF may reveal more information as 
to why an increase did occur. Future researchers should also explore to what extent the 
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increase was due to the methodology used to assign PBF scores and if this increase 
translates into more students completing their programs. 
 
Figure 26: Stacked Line Chart for the FCS PBF Calculated Scores-Six-Year Graduation 
Rates from 2005 to 2016. 
Student Success Outcome: Job Placement 
The FCS PBF program contains an employment or continuing education variable. 
Data for this variable is published by the FCS in their web page (https://www.floridacolle 
gesystem.com/ Default.aspx?page=resources%2Fpublications %2Fperformance_funding 
_model_2017-18). For this particular variable the FCS gathers information from five 
sources, Community College and Technical Center Management Information System 
(CCTCMIS), Department of Education (DOE), Florida Department of Revenue (DOR), 
National Student Clearinghouse (NSC), U.S. Office of Personnel Management (OPM), 
and Wage Record Interchange System 2 (WRIS2). In the FCS PBF program, excellence 
points were determined based on each college's most recent year of data. Each college 
receives 0.1 points for each 2% of completers employed or continuing their education. 
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For the improvement points, they also compare each college's most recent year available 
rate of change to the mean of the three to two prior years for that college alone. Then they 
assign points on a scale from low (.25%) to high (2.50%) in ten increments 
(JobPlacementContinuingEducation_1718Model.pdf., p.3). From the two scores, 
excellence and improvement, they then choose the highest and multiply it by two for a 
maximum of 10 points in this metric.  
Figure 27 shows the total Job Placement or Continuing education for the FCS 
2012 graduates to 2016 graduates. The data represents the percentage of students who 
graduated in 2012 to 2016 and one year after graduation have a job or are studying. The 
range for FCS Job Placement or continuing education was 88% to 95%, which is higher 
than the range of employment continuing education for the SUS (65% to 72%). There is 
an evident decrease in the student’s employment for 2015 graduates. The State Board of 
Education (SBOE) changed the formula to calculate the excellence points for the FCS 
PBF program in 2016-2017, which could have affected the rates for the 2015 graduates. 
This metric had a second review in methodology in 2017-2018 that included adding a 
data set to track more students. This change in methodology may have contributed to the 
increase for the 2016 graduates’ employment rate. Although both explanations for the 
2015 and 2016 changes in employment rate are possible, further research should explore 
FCS employment rates in order to understand what the causes of these changes were.  
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Figure 27. FCS Total Job Placement or Continuing Education Rates 
Figure 28 shows the Job Placement or continuing education trends for each 
institution in the system. Most of the institutions in the system had similar trends for five 
years. Institutions that underperformed during this period were Pensacola State College, 
Florida SouthWestern State College, and Chipola College. Pensacola State College and 
Florida SouthWestern State College had the lowest Job Placement or continuing 
education score for the 2015 cohort of students, which is consistent with the Total Job 
Placement or continuing education rates presented in figure 27. Chipola College had the 
lowest score for the 2016 cohort of students. 
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Figure 28. FCS Job Placement or Continuing Education Rates 
The rate of change (figure 29) confirms the trends shown in figure 28. Florida 
SouthWestern College and Chipola College separate themselves from the rest of the 
institutions. Florida SouthWestern College had a 33% decrease for the 2016 cohort while 
Chipola College had an 8% increase for the 2014 cohorts and a 1% decrease for the 2016 
cohort. The rest of the institutions had decreased for the 2015 cohort. The 2015 cohort is 
the only cohort that shows a decrease for all the institution in the system. 
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Further research should evaluate the reasons for this decrease. The 2015 cohort 
represents students who graduated in 2015, and therefore this metric is calculated in 2016 
one year after graduation. It is interesting that 2015 is the official year for the adoption of 
PBF in the FCS and 2016 is the first year of performance evaluation for the system.  
 
Figure: 29. Rate of Change FCS Job Placement or Continuing Education 
The analysis performed for the FCS Job Placement or continuing education 
variable clearly shows the 2015 cohort as a point of interest. Not only did all the 
institutions decrease in performance for this cohort, showing a negative rate of change, 
but also 2015 is the year of implementation for the PBF. Future researchers should 
explore if there were possible connections between the implementation of PBF and the 
decrease in FCS Job Placement or continuing education rates. 
Florida SouthWestern State 
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Student Success Outcome: Retention 
As explained in the SUS results section, retention rates provided by IPEDS 
represent the percentage of first-time, full-time undergraduate students who returned to 
the same institution the following fall. Hillman, Tandberg, and Fryar (2015) suggest that 
even when the effect of PBF may have little to no effect on degree completion, it is 
possible that it has a positive effect on intermediate outcomes such as student retention. 
In this section, this researcher explores the relation between PBF and retention for the 
FCS.  
Figure 30 shows descriptive statistics for the FCS retention rate from 2004 to 
2016. The most frequent retention rate for the FCS was 66%. The average graduation rate 
for FCS was 61.4% (M=61.4; SD =13.06). The histogram shows a higher frequency of 
retention rate in the middle of the distribution, between 62.8% and 66.0% for the FCS.   
 
Figure 30: Descriptive Statistics for the FCS Retention Rate from 2004 to 2016 
Figure 31 shows the retention rate trend for the FCS. As shown in the trend 
below, the retention rate fluctuated between 54% and 68% from 2004 to 2016. There is 
an increase in 2016 from 65% to 68 %, the highest retention rate in the twelve years and 
one year after implementation of PBF in 2015 for the FCS. The rate of change in the 
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retention rates generally fluctuated between negative one percent and one percent for the 
12 years. 
 
Figure 31. Retention Rate FCS 
 The FCS institutions' retention rates fluctuate from 54% to 68%. There is an 
increase after the implementation of PBF in 2015. This increase seems to be true for all 
the institutions within the FCS. Nonetheless, when looked at closely, figure 32 presents 
that at least four institutions decreased retention rates after PBF implementation in 2015, 
(Broward College, Daytona State College, Florida Keys Community college, and Miami 
Dade College). Figure 33 confirms that these four institutions decreased retention rates 
after 2015, resulting in a negative rate of change in 2015. 
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Figure 32. Retention Rates for Institutions within the FCS 
 
Figure 33: FCS Retention Rate of Change One Year after the Implementation of PBF 
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Table 8 shows with more clarity the relative institutional positions within the FCS 
for the 12 years. The arrows in table 8 show the values for three retention rate groups. 
The first icon (↑) represents the top one-third of values, the second icon (→) represents 
the second third of values, and the third icon (↓) represents the lowest one-third of values. 
Valencia College, Santa Fe College, Eastern Florida State College, and North Florida 
Community College seem to stand out from the rest, as they are on the top one-third for 
the last three years (2014 to 2016). The following institutions kept themselves in the 
middle or second third of the distribution for the last three years, State College of Florida 
Manatee-Sarasota, Pasco Hernando State College, Saint John River State College, 
Pensacola State College, College of Central Florida, Hillsborough Community College, 
Lake Summer State College, Daytona State College, Florida State College at 
Jacksonville, and Florida SouthWestern State College. Lastly, Florida Keys Community 
College was the only institution in the lowest one-third of values for the last three years 
(2014 to 2016). Some institutions fluctuated positions in the last two years (2015 to 2016) 
with three of them going from the low one-third to the second third (Polk State College, 
Tallahassee Community college, and North West Florida State College), and four of them 
going from the second third to the first one-third (Indian River, Gulf Coast, Chipola 
College, and Broward College). The rest went down one position, either from top to 
middle or from middle to bottom.
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Table 8. FCS Retention Rates 2004 to 2016 
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In summary, the relationship between PBF and Retention rates is more visible 
when looking at the systems as a whole. Both systems, SUS and FCS, did show an 
increase in their total retention rates after the adoption of the PBF. When looking at 
individual institutions, none of the systems had sudden changes in patterns. Therefore, 
future research should explore this lack of reaction to PBF in term of the retention rates.  
This section presented the data for FCS student success outcomes, including 
graduation rates trends, employment data, and retention rates. Next section will discuss 
the student to faculty ratio and institutional expenditures for the FCS, concluding with a 
comparison of both systems (SUS and FCS). 
Administrative Outcomes: Student to Faculty Ratio 
 Since 2008, the student to faculty ratio for the FCS has fluctuated between 37 and 
9, with higher frequency on rates between 19.8 and 25.21 as shown in the histogram 
below. The average student to faculty ratio was 22.48 (M=22.49, SE 4.95) with a mode 
and median of 22. 
 
Figure 34: Descriptive Statistics for the FCS Student to Faculty Ratio from 2008 to 2016 
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The trend for the FCS student to faculty ratio stabilized between 21 and 24 in 
2009. Since 2012, the trend has indicated a small but constant decrease. The 
implementation of PBF for the FCS occurred in 2015. The trend for this particular 
variable shifted in 2013. At this time, the student to faculty ratio decrease continued until 
2016. The decrease is also visible in the rate of change for this variable (figure 26). 
Future research could evaluate the reasons for such a pattern. Similarly, knowing this 
seems to be the standard pattern for this variable may aid in future studies looking into a 
deviation of the pattern and the reasoning behind it.  
 
Figure 35. FCS Total Student to Faculty Ratio. 
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Figure 36: FCS Student to Faculty Ratio, Rate of Change 
Figure 37 shows the student to faculty ratio trend for each institution in the FCS. 
All institutions in the system seem to follow the same pattern, presenting ratios between 
18 and 25. Nonetheless, a closer look indicates there are a few institutions that separate 
themselves from the rest. For example, South Florida State College and Florida Keys 
Community College performed in the 10 to 15 region for the eight years. These two 
institutions not only have a low student to faculty ratio but they kept it throughout the 
years. 
However, Valencia Community College has a student to faculty ratio in the 30s. 
The institution kept this ratio for the eight years. Lastly, there are some out of the norm 
patterns. For example, Santa Fe College started with a 25 student to faculty ratio, 
increased to 30 in 2012, then decreased and stayed in the 20 regions for 2013 to 2016. 
Future research could evaluate the reasons for such patterns.  
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The student to faculty ratio is a measure to evaluate how many students there 
could be per instructor in institutions. It implies that a small student to faculty ratio is a 
signal of a smaller teaching group and a higher quality of education. There is an effort to 
decrease this ratio. This pattern is visible in the change of percentage for the system as 
well as individual institution trends. Figure 37 shows how trends for this variable tend to 
conglomerate in the lower range after 2013. The tendency to decrease the student to 
faculty ratio is visible in the FCS and in the SUS. It seems the effort for smaller course 
sections is a statewide effort.  
This section presented student outcome variables and their relationship with PBF. 
Some of those variables are also part of the metrics used in Florida’s PBF programs (i.e., 
Graduation rate, and employment data). It also explored other administrative outcomes, 
such as the student to faculty ratio. Next section presents the last administrative outcome 
for the FCS, institutional expenditures and the changes in trends before and after the 
adoption of PBF in Florida. 
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Figure 37. FCS Student to Faculty Ratio 
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Administrative Outcomes: Institutional Expenditures 
The FCS adopted PBF in 2015. Figure 38 shows an average for each of the seven 
expenditures from 2004 to 2016 in the FCS, instruction expenses, public service 
expenses, academic support, institutional support, other core expenses, and student 
services expenses. IPEDS provides this expense data per FTE (Full-time Equivalent). The 
FCS did not report research expenses, remaining at zero for 2004 to 2016. Public service 
expenses also remained at zero for most of the years except for 2006 when Valencia 
Community College reported an expense of $23.00 per FTE for this category. For the 
other five categories, expenses ranged between $500 and $2,000 per FTE. Instruction 
expense is the only one between $2,500 and $5,000 per FTE for 2004 to 2016. 
 
 Figure 38: FCS Average Expenses per FTE 2004-2016 
After implementation of BPF in 2015, academic, support, instruction expenses, 
institutional support, and student services increased for 2016 and all other core expenses 
decreased. The most noteworthy increase after implementation of PBF in 2015 was 
instruction expenses with a 10% increase, followed by institutional support with a seven 
percent increase, and academic support with a six percent increase. Instruction includes 
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everything related to teaching, institutional support related to the day-to-day operations 
and academic support expenses dedicated to supporting the academic mission of the 
institution.  
The most noteworthy decrease after implementation of PBF was in all other core 
expenses, with an 11% decrease. Table 9 shows the percentage change for all seven 
expenses from the FCS from 2005 to 2016. 
Table 9. Change of Percentage FCS Expenses from 2005 to 2016 
 
There is an important decrease in 2010 for all other core expenses. The change in 
percentage table shows 2010 was the year for the highest decrease in all other core 
expenses. In 2016 one year after the implementation of PBF for the FCS, there is an 
increase in all the expenses except in all other core expenses. In 2015 the FCS decreased 
expenses for instruction and institutional support, two areas that were increasing since 
2011. Both areas then increased for 2016.  
Finally, when going into each institution’s trend for the expenses, they all follow 
a similar pattern when compared to the total FCS trend in figure 38. All the institutions 
present a higher trend for instruction expenses followed by institutional support expenses, 
with some exceptions. There is no definite change in trends after the adoption of PBF. All 
changes seem to be subtle. Further researchers should evaluate if the trend presented in 
these results holds true and whether PBF is a changing point in the trends. 
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016      PBF
Instruction expenses 7% 5% 10% -12% -2% 17% -1% 2% 10% 4% -3% 10%
Research expenses
Public service expenses -100%
Academic support expenses -7% 8% -10% -10% -12% 18% -1% -1% 13% 13% 11% 6%
Institutional support expenses 8% 7% 9% 7% -3% -6% 1% -3% 24% 0% -3% 7%
All other core expenses 21% -11% -4% 15% 5% -52% 36% -5% -10% 11% -14% -11%
Student services expenses 3% 3% 3% -2% -4% 22% -1% 5% 10% 13% 1% 2%
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Figure 39: FCS Institutions Expenses 2004 – 2016 
In the end, it seems both systems’ most noteworthy expense is instructional. This 
type of expense includes “expenses of the colleges, schools, departments, and other 
instructional divisions of the institution” that involve instruction (NCES, 2018, p. 18). 
The relationship between PBF and SUS is very different from the relationship between 
PBF and FCS regarding expenses. While in the SUS the most prominent increase after 
the adoption of PBF was institutional support expense, for the FCS it was instruction 
expense. Future research could explore the differences between both systems and how 
they invest their funds per FTE.  
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The data presented explored how PBF relates to both Florida public higher 
education systems concerning student outcomes (graduation rates, employment, and 
retention rates) and administrative outcomes such as student to faculty ratio and 
expenses. The next section explores some of the similarities and differences between both 
systems concerning the graduation rates, employment data, retention rate, student to 
faculty ratio, and institutional expenditures. 
SUS and FCS: A Comparison 
As previously explained, graduation rates for the FCS were between 33% and 
35%. Graduation rates for the SUS system were between 50% and 58%. There is a 
difference between both systems, with the SUS holding a higher graduation rate. One 
interesting point in the data is the graduation rate for the FCS in 2013. In 2013, Florida 
was preparing for the implementation of PBF in the SUS; the increase in the graduation 
rate for the FCS was two percent for a total graduation rate of 38%, the highest in the last 
13 years. The graduation rate then stabilizes at 35% for 2015 and 2016. Researchers in 
the field of higher education field should evaluate if there was a connection between the 
adoption of the PBF program in the SUS and the increase in the FCS graduation rate for 
2013.  
The research about PBF and type of institution concentrates on graduation rates as 
an unfit performance outcome to evaluate two-year institutions. Zarkesh and Beas (2004) 
claimed that graduation rates do not reflect the value of community colleges, whose 
missions are different from four-year institutions. Considering the Zarkesh and Beas 
(2004) findings, it was expected to find different graduation rates trends for the two 
systems. Nevertheless, both systems had subtle increases in graduation after the 
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implementation of PBF, even though both systems differ in their graduation rate range 
(SUS in the 50s, FCS in the 30s). 
The SUS has a higher graduation rate than the FCS, but the FCS has a higher 
percentage of students employed than the SUS. The range for the FCS job placement or 
continuing education was between 88% and 95%, which is higher than the range of 
employment or continuing education for the SUS (65% to 72%). Zarkesh and Beas 
(2004) explain that many of the students in two-year institutions are taking classes for 
reasons other than attaining a degree. One of those reasons could be professional 
development. By Zarkesh and Beas (2004) logic, students coming into the FCS already 
have jobs or want to acquire some education to get a job following graduation, which 
contributes to the higher job placement or continuing education.  
The last student outcomes variable explored was retention. Authors such as 
Hillman, Tandberg, and Fryar (2015) argue that even when PBF has little to no effect on 
degree completion, it is possible that it has a positive effect on intermediate outcomes 
such as retention rates (Hillman, Tandberg & Fryar, 2015). Authors such as Sanford and 
Hunter (2011) then contradict this argument. These researchers found that PBF policies 
had no impact on retention. The retention rates trends in this study seem to reflect more 
Sanford and Hunter’s (2011) findings to a higher degree. Although both systems, the 
SUS and the FCS, increased their retention rate after the implementation of the PBF 
program, the increase was minimal. The retention rate trend after the implementation of 
the PBF program followed the trend before the implementation of PBF. In the case of the 
FCS, whose PBF program started in 2015, future researchers should keep evaluating FCS 
retention rates trends. The data in this study, although sufficient to establish a trend 
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before and immediately after the implementation of PBF, does not include enough years 
to establish a final response to whether PBF in the FCS positively affects retention rates. 
This research also looked at two administrative outcomes, student to faculty ratio, 
and institutional expenditures trends before and after the implementation of PBF for both 
systems. The student to faculty ratio is a measure to evaluate how many students there are 
per instructor in institutions. It implies that a small student to faculty ratio is a signal of a 
smaller teaching group and a higher quality of education. There seems to be an effort to 
decrease this ratio. The tendency to decrease the student to faculty ratio was visible in the 
FCS and the SUS. Both systems had a similar trend. It seems the effort for smaller course 
sections is a statewide effort.  
Lastly, let us look at the institutional expenditure variables and the differences 
between the SUS trends and the FCS trends. Both systems’ most noteworthy expense was 
the instructional throughout the 12 years of data. Nonetheless, the relationship between 
PBF and the SUS was very different from the relationship between PBF and the FCS 
regarding expenses. While in the SUS the most prominent increase after the adoption of 
PBF was institutional support expenses, for the FCS it was still instruction expenses. 
Researchers such as Ryan (2004) and Gansmeyer-Topf and Schul (2006) found evidence 
that instruction and academic support expenditures positively affect graduation rates and 
first-year retention. Future researchers should look at the instructional expenditure for 
both systems and its relationship with graduation and retention rates before and after the 
implementation of PBF. As it was mentioned, the most prominent expense for the SUS 
was institutional support, which could mean this system is focusing on student services 
after the implementation of PBF. The most prominent expense for the FCS was 
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instruction expenses, which means that this system invested more in the teaching aspect 
after the implementation of PBF. 
 Future research could explore the differences between both systems and how they 
invest their funds per FTE, specifically the reasons for the change in trend in the SUS 
expenses while the FCS kept spending in the same category. This researcher can 
speculate that the PBF program at the FCS has not been in place long enough for the 
institution to have a change in the institutional expenditures trend. It is interesting that for 
the SUS the change in trend was immediately after the implementation of the PBF 
program, whereas for the FCS it seems it will take more time for changes to occur.  
The data presented explored how PBF relates to both Florida public higher 
education systems concerning student outcomes (graduation rates, employment, and 
retention rates) and administrative outcomes such as student to faculty ratio and 
expenses. The next chapter offers answers to both the research questions guiding this 
study and explores implications for practice.  
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CHAPTER V 
SUMMARY OF THE STUDY 
Florida consists of two large public higher-education systems: the Florida College 
System (FCS) and the State University System (SUS). The State funds both systems 
through Performance-Based Funding (PBF). PBF funds higher education based on 
specific performance measures such as graduation and retention or progress rates. As 
Dougherty et al. (2014) explained, PBF “has become a politically attractive way of 
pursuing better college outcomes” (p. 1). It was established for the SUS in 2013 and FCS 
in 2015. PBF is controversial primarily because it uses a ranking system in which 
institutions compete for funding, and because there are questions about whether PBF 
improves outcomes such as graduation and retention rates (Zarkesh & Beas, 2004; 
McKeown-Moak, 2013; Dougherty & Reddy, 2011). Still, PBF has received significant 
support from many policymakers, policy groups at the state and federal level, such as the 
Lumina Foundation, the Complete College America, and the U.S. Department of 
Education, as a tool for determining progress towards completion and other quality goals 
(Dougherty, et al. 2016). 
The goal of PBF ostensibly is to improve degree productivity to keep pace with 
changes in the labor market (Hillman, Tandberg & Fryar, 2015). Some studies of PBF 
suggest that it has had “little to no effect on degree completion,” (Hillman, Tandberg & 
Fryar, 2015, p. 5). There is little research on whether PBF achieved changes in outcomes 
such as graduation rates (Bell, 2005; Dougherty & Hong, 2006; Phillips, 2002). Some 
studies do suggest that PBF has had an immediate impact on institutions as changes in 
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internal funding and greater awareness of state priorities, and an intermediate impact as 
greater use of data in institutional planning.  
Sanford and Hunter (2011) explored the effect of PBF in Tennessee and found 
that PBF policies had no impact on retention or graduation rates. They claimed that PBF 
might be insufficient to provoke change in institutional performance and outcomes, 
arguing that the question remains, is performance funding a useful policy tool. Other 
studies also could not find that PBF produced a positive change in graduation rate or 
degree production, which is the primary goal of PBF (Fryar, 2011; Sanford & Hunter, 
2011; Shin, 2010; Volkwein & Tandberg, 2008). This research puts into question whether 
PBF does what it is meant to do, that is, increase degree productivity to keep pace with 
changes in the labor market. Dougherty and Reddy (2011) suggest that the absence of 
findings that performance funding does produce significant improvements in student 
outcomes should not lead one to dismiss it but to keep researching it. 
The purpose of this study was to explore the role of PBF in the two public higher-
education systems in Florida. In order to understand the role of PBF in Florida, this study 
analyzed student success outcome variables over time. Specifically, this study attended to 
changes in graduation and retention rates, student employment data, student to faculty 
ratios, and institutional expenditures trends over 12 years. These variables are 
determinants of degree productivity for both the FCS and the SUS. Exploring changes in 
these outcomes helped us understand the role of PBF in the public higher education 
system in Florida. 
Two main questions guided this study: 1) what is the role of Performance-Based 
Funding (PBF) in student success, specifically, as it attends to changes over time on 
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graduation rates, retention rates, and student employment data before and after the 
implementation of PBF in Florida’s public higher education systems? 2) What is the role 
of Performance-Based Funding (PBF) as it attends to changes over time on student to 
faculty ratio and institutional expenditures in Florida’s public higher education systems? 
To answer both research questions, this researcher conducted a comprehensive 
descriptive analysis of educational outcomes before and after the creation of PBF using 
data from IPEDS. The analysis was conducted to explore trends in student and 
institutional outcomes throughout the implementation of PBF programs in Florida. The 
analysis included FCS and SUS institutions participating in a PBF program. 
Research Question 1: Role of Performance-Based Funding (PBF) in Student 
Success 
The first question guiding this research project had to do with student success 
outcomes, specifically graduation rates, retention rates, and employment data. For the 
graduation rate, most of the institutions in the SUS increased after the implementation of 
PBF in 2013. Twenty fourteen showed a higher rate of change for more institutions in the 
SUS than any other year. For employment or continuing education one year after 
graduation, the years with the highest employment rates were 2015 and 2016. Institution 
positioning within the group showed one institution that separated itself from the rest, 
New College of Florida. The year with the highest rate of change was 2015. 
Retention rates trends for each of the institutions in the SUS had similar patterns; 
the rate of change fluctuated between negative one percent and one percent for the 12 
years. The retention rate trend for UF positioned this institution above the other 10 with a 
graduation rate ranging in the 90s. Institution positioning changed after the 
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implementation of PBF; four institutions had joined the top third group after 2013. 
The FCS graduation rates increased in 2013 from 35 to 38 percent. This increase 
was the highest in the twelve years. PBF implementation for this system was not until 
2015. In 2013, Florida was preparing for implementation of PBF in SUS. The increase in 
the graduation rate for FCS was 2% for a total graduation rate of 38%, the highest in the 
last 12 years. Future research can explore if the adoption of PBF for the SUS in 2013, 
was related to such increase. 
 FCS Job Placement or continuing education variable showed the 2015 cohort of 
graduate students a point of interest. All the institutions within the system decreased 
performance for this cohort. Researchers should explore FCS Job Placement or 
continuing education rates concerning PBF adoption. Further, retention rates for the FCS 
increased after the implementation of PBF in 2015. This increase seems to be true for all 
the institutions within the FCS except for Daytona State College, Florida Keys 
Community College, and Miami Dade College. 
Looking at the graduation rates, employment rate, and retention rate, this 
researcher concludes that PBF seems to have a positive influence on student success 
outcomes. Graduation rates, retention rates, and employment all increased after the 
implementation of PBF. The increases were small and did not differ from the three 
variables trends before the implementation of PBF. At this point, the data in this study 
agrees with Bell (2005), Dougherty and Hong (2006), Dougherty and Reddy (2013), 
Phillips (2002), and Shin’s (2010) findings. These authors agreed with the positive effect 
of PBF on graduation rates, while at the same time, all of them asked for caution when 
claiming the increase in degrees or graduation rates is due to the implementation of PBF. 
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Hillman, Tandberg, and Fryar (2015) suggest that even when PBF may have little to no 
effect on degree completion, it is possible that it has a positive effect on intermediate 
outcomes such as student retention. The data show that the role of PBF on retention rates 
is minimal as the increases after the implementation of PBF were small. When more data 
becomes available, it will be possible to see if these initial findings hold through time. 
Research Question 2: Role of Performance-Based Funding (PBF) in 
Administrative Outcomes 
As previously explained, the student to faculty ratio is a measure to evaluate how 
many students could be per instructor in the institutions. It implies that a small student to 
faculty ratio is a signal of smaller teaching groups and a higher quality of education. 
There seems to be an effort to decrease this measure since 2013. The SUS, as well as the 
FCS, had similar trends for this variable. The pattern is visible in the change of 
percentage for the systems as well as individual institution trends. Both systems 
decreased their student to faculty ratio. The decrease in student to faculty ratio coincides 
with the adoption of PBF for the SUS in 2013 but not with the adoption of PBF for FCS 
in 2015. Authors such as Bound, Lovenheim, and Turner (2010) found that the shift in 
preparation of students and the increases in college student to faculty ratios “accounted 
for about one-quarter of the observed completion rate decline” (Bound, Lovenheim & 
Turner, 2010, p.2). Perhaps the declining trend in the student to faculty ratio relates to a 
possible increase in completion rates. Future research could explore the relationship 
between this student to faculty ratio and degree completion in Florida. 
Last studied was the role of PBF on Florida's public higher education systems 
institutional expenditures. When looking at the institutional expenditure for both systems, 
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instruction expense is the category with the highest investment per FTE for both systems. 
This finding indicates the importance of instruction in higher education. Two thousand 
and ten presents the highest increase in instruction expenses in the 12 years. Two 
thousand and ten is also the year that all other core expenses decreased drastically for the 
SUS (-53%). All other core expenses include expenses not reported in the other six 
institutional expenditures categories; a sudden decrease in this area with a sudden 
increase in instruction expenses may indicate a shift in how the SUS expends funds. This 
shift is also visible for the FCS with an increase of 17% in instruction in 2010 while 
having a decrease of 52% in all other expenses. Further research should look into the 
reasons for these changes in expenses from other expenses to instructional expenses. 
A second pattern visible for the SUS in the institutional expenditures is the 
increase in institutional support in 2014, a year after PBF implementation, whereas the 
FCS increased by 10% instruction expenses in 2016, a year after PBF implementation. In 
2016, all the expenses increased for the FCS except for all core expense, which 
decreased. 
 In Summary, the data presented support what the literature about PBF has found. 
Changes in the graduation rates seem slow and small, while retention rates seem to be 
unaffected by the implementation of PBF. Dougherty and Hong (2006), Phillips (2002), 
Bell (2005) and Shin (2010) all agree with the positive effect of PBF on graduation rates, 
while asking for caution when claiming the effect on graduation rates are due to PBF. 
Tandberg and Hillman (2014) questioned if PBF has a delayed effect on graduation rates. 
In their study, they found that PBF started to affect graduation rates seven years after 
implementation. Future research in Florida may explore the impact of the policy and 
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evaluate if Tandberg and Hillman’s (2014) findings are replicated. 
On retention rates and PBF, the work of Hillman, Tanberg, and Fryar (2015), 
Stanford and Hunter (2012) and Rutherford and Rabovsky (2014) supports our findings. 
These authors found no effect of PBF on retention rates. Although these studies were 
done with PBF 1.0, which involved less state funding than PBF 2.0, it is interesting to 
find that the initial role of the policy in both of these student outcomes appears to follow 
a similar pattern to the effect of PBF 1.0. Future studies may help understand if indeed 
this is a case of delayed effect or if PBF 2.0 in Florida does not have an effect on these 
student outcomes. 
Employment data shows a constant increase for the SUS, while for the FCS it 
decreases for the 2015 cohort. As mentioned in chapter two, the research about 
employment data and PBF is minimal. Much of the published work focuses on 
unemployment rates as a control variable and its relation to graduation rates (Hillman et 
al., 2015; Hillman Tandberg & Gross, 2014; Rutherford & Rabovsky, 2014; Sanford & 
hunter, 2011; Sin, 2010). The employment data in this dissertation show an increase in 
the SUS. Shin and Milton (2004) explain that low graduation rates are related to a high 
unemployment rate. Perhaps the slight increase in graduation rate is related to the 
increase in the employment rate in Florida. The increase found on the employment data 
also coincides with the Bureau of Labor and Statistics which shows employment rates 
increasing from 2010 to 2018 (https://data.bls.gov/pdq/SurveyOutputServlet). Future 
research may explore the connection between graduation rates and employment rates as 
well as the reasons for the decrease in employment rates in 2015 for the FCS. 
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Student to faculty ratio decrease patterns seem to be unaffected by the adoption of 
PBF. Bound, Lovenheim, and Turner (2010) explored college completion declines in 
2010 and found an increase in student to faculty ratios in sectors experiencing declining 
completion rates. Our finding is aligned with Lovenheim, and Turner’s (2010) study. 
Graduation rates slightly increase while student to faculty ratios keep decreasing for both 
systems (SUS, FCS). 
Institutional expenses seem to shift to instruction (for FCS), and institutional 
support (for SUS), two of the expenses that relate to increasing graduation rates. Data for 
the FCS agrees with Robovsky’s (2012) work, who found evidence that institutions with 
PBF dedicate a higher percentage of their institutional expenditures to instruction. 
Despite expenditures for the SUS’ shift to institutional support, their instructional 
expenditure did not increase; instead, they shifted from other expenditures to institutional 
support. Future researchers should consider all these patterns when further exploring the 
effect of PBF in Florida. The next section presents some of the implications for these 
findings. 
Implications and Recommendations for Practice, Policy, and Research 
The goal of PBF was motivating institutions to graduate more students. Even 
when the results of this investigation cannot evaluate the impact of PBF in Florida’s 
public higher education system, it did look at the role of PBF in Florida’s public higher 
education systems. Considering the results, graduation rates, retention rates, and 
employment increased after the implementation of PBF. The increases are in some cases 
minimal, and subtle and it is not clear if they have anything to do with PBF; that been 
said, public higher education institutions are moving toward improving their student 
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outcome metrics as discussed in this research. This tendency was present before the 
implementation of PBF. 
When looking at the relationship between PBF and the system from the institution 
perspective, not all of the institutions increased their student success outcomes after the 
implementation of PBF. This finding is especially concerning because if the funding 
designated to each institution is based on their performance, such institutions with 
decreases in the student outcomes would be receiving less funding from the state. 
Hillman and Corral (2017) explain that fewer resources from the state may result in 
institutions increasing their student to faculty ratio, limiting student and academic support 
services, or increasing tuition. Any of these outcomes would make it more difficult for 
the institution to improve retention and degree completion. Consequently, it would result 
in additional funding cuts. These outcomes, if left uncorrected, may generate unintended 
consequences, worsening the condition of higher education. 
Future research should explore the impact of PBF on such institutions with 
decreases in student outcome after the adoption of PBF. For example, FAMU was one of 
those institutions that decreased graduation rates after the implementation of PBF. Four 
of the ten metrics used in the PBF program for the SUS include graduation rates or a 
form of graduation rate. If the trends in this research are any indication of how FAMU is 
performing in graduation rates PBF related outcomes, then it is of great importance to 
explore the case of such institutions. The goal of PBF is to improve graduation. As higher 
education professionals, we should evaluate if policies such as PBF are detrimental to 
some institutions and therefore a cause of educational inequality. 
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Another interesting finding was the shift in institutional expenditures. Even when 
this is not a direct measure of any of the PBF programs in Florida, clearly each system is 
spending more dollars in those areas they believe could help them improve graduation 
rates. The SUS invested more in institutional support after PBF. Institutional support 
refers to “expenses for the day-to-day operational support of the institution. It includes 
expenses for general administrative services, central executive-level activities concerned 
with management and long-range planning, legal and fiscal operations, space 
management, employee personnel and records, logistical services such as purchasing and 
printing, and public relations and development. Also, it includes information technology 
expenses related to institutional support activities” (NCES, 2018, p. 3). The SUS is then 
investing in administrative areas and planning. This increased investment in the 
administrative outcomes of the institution is what Dougherty et al. (2016) classified as an 
unintended consequence of PBF. Specifically, they called it compliance cost. In their 
research, they found institutions having to invest in expanding their capacity to track 
students, including the cost of software, personnel, and expansion of Institutional 
Research departments, among other administrative functions needed to gather and 
disseminate data. Future research should evaluate the increase in institutional support 
expenditures and the differences between both system’s compliance costs. 
The FCS invested more in instruction. Based on IPEDS (2018), Instruction refers 
to “a functional expense category that includes expenses of the colleges, schools, 
departments, and other instructional divisions of the institution and expenses for 
departmental research and public service that are not separately budgeted” (p.18). This 
type of expense excludes expenses for academic administration where the primary 
 119 
 
function is administration (e.g., academic deans). It is clear the FCS has chosen to focus 
on the teaching and the programs offered to students and not on academic administration. 
Future research should explore the reasons behind these differences and whether the 
institutional expenditures in those areas are a response to the implementation of PBF and 
its role in Florida's higher education systems as a strategy to increase graduation rates or 
degree completion. 
Limitations and Areas for Future Research 
 As with any study using public data sets such IPEDS, there were some limitations 
in this study. First, IPEDS provided aggregated data for each institution in the system, but 
it did not provide individual student data. Thus, only how PBF affected public higher 
education institutions in Florida could be explored, not how individual students could be 
affected. Future research should explore how PBF affects the student. Another significant 
limitation of using IPEDS is that the database provides outcome data on a limited subset 
of students. 
 Most importantly, the graduation rates data only included cohorts of first-time, 
full-time students. Although this is a significant limitation to keep in mind, it is important 
to note that student success measures in PBF programs are mostly limited to that specific 
subset of students, that is, first-time, full-time students. Future research should explore 
how PBF affects different groups of students such as transfer students, part-time students, 
and perhaps non-traditional students. 
 Another limitation of this study was that both PBF programs in Florida have not 
been in place long enough to fully evaluate their impact, which would require more years 
of data. It was not the purpose of this study to address causality or the political 
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implications of the policy in Florida. However, it explored only changes over time in the 
two public higher education systems to provide the groundwork for future impact studies 
of Florida. In the future, researchers could use this dissertation as their initial step in 
studying the impact of PBF in Florida and the political implications of it.  
Conclusion 
The purpose of this research was to explore the role of PBF in Florida’s public 
higher education system. Although PBF did not affect some of the variables studied, 
some of the analyzed trends seem to correspond with the implementation of PBF. As the 
literature indicated, the influence of PBF on variables such as graduation rates and 
retention rates seems to take some time to present itself fully. While conducting the 
research, some slight increases were visible, but only time will tell if those will sustain or 
change over time. The other aspect evaluated was the student to faculty ratio. This 
variable seems to decrease with time, and this was a stable trend for both systems, the 
SUS, and the FCS. Since this is a metric used as an indicator of quality in higher 
education (i.e., US World and News report) before the implementation of PBF, it is 
expected that institutions will work on decreasing these rates. What was not expected was 
the trend on the institutional expenditures’ variables. 
Dougherty et al.’s (2016) research revealed that one of the unintended 
consequence of PBF was the compliance cost. Compliance cost refers to the “expenses of 
building IR capacity, extra work resulting from the need to more closely track student 
progress, and less attention to instruction” (p.188). Although it is not clear if the increase 
in institutional support after PBF in the SUS relates to “less attention to instruction,” it is 
a concern that it has increased by more than 40% after the implementation of PBF, 
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primarily, because this was not replicable for the FCS. Such finding, at first sight, speaks 
to an effort to better track data and information but does not speak to an effort to prepare 
students. It is unclear if this increase has to do with financing programs to help the 
students graduate or if it is an effort to improve the collection of student data. 
The literature on PBF focuses on exploring the impact of PBF on graduation rates. 
There is no literature on the role of PBF on institutional expenditures, much less how this 
relationship differs by type of institution. However, there is some research on institutional 
expenditures in higher education. Astin (1993) argued that student service expenditures 
have a robust positive effect on student retention. Ryan (2004) found evidence that 
instruction and academic support expenditures positively affect graduation rates, which 
confirms Astin's findings. Gansmeyer-Topf and Schul (2006) found a direct relationship 
between institutional expenditures, retention and graduation rates, indicating that 
instructional expenditure may contribute to first-year retention and six-year graduation 
rates. Webber and Ehrenberg (2010) found student service expenditures to influence 
graduation and persistence rates positively. Exploring the changes over time in 
institutional expenditures could help understand the role of PBF in higher education 
institutions more deeply. It is time that researchers in higher education shift their focus 
from how PBF affects the graduation rate to how it affects institutional expenditures and 
other aspects in higher education. 
Instead of waiting to see whether graduation rates will increase, researchers 
should explore how institutions are embracing PBF by looking at how they are expending 
their funding after its implementation, what they expect to improve by shifting their 
institutional expenditures, and how do they think these shifts in institutional expenditures 
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contribute to higher graduation rates and better-prepared students. Researching 
institutional expenditures may give us useful information on how PBF is influencing 
higher education and if indeed this new PBF is shifting institutions to graduate better 
prepared students. 
This research was the first study focusing on the role of PBF in Florida’s higher 
education systems. This work expands the limited body of research about PBF and lays 
down the initial steps in understanding PBF. Researchers should be asking questions such 
as why some of the institutions regularly score towards the bottom, and how the 
institution reacts to PBF regarding program creation to improve higher education quality. 
Studying changes in trends and positioning of the institution, and conducting a 
comprehensive descriptive study was the initial step in a series of studies that should be 
conducted about PBF in Florida. Fully understanding how PBF affects the system, each 
institution within the system, and how it can be used to serve students should be a 
priority. 
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APENDIX A 
 
Source: Florida College System Performance Funding Overview - Draft for 
Consideration by the State Board of Education, July 23, 2015 
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APENDIX B 
Definition of Terms 
Board of Governors (BOG) = Florida’s “Board of Governors is comprised of seventeen 
members, fourteen of whom are appointed by the Florida Governor and confirmed by the 
Florida Senate for a term of seven years. The remaining members include the Chair of the 
Advisory Council of Faculty Senates, the Commissioner of Education, and the Chair of 
the Florida Student Association. The Board oversees the operation and management of 
the Florida public university system's twelve institutions” (https://www.flbog.edu/ 
board/members/index.php, parr. 1). The Board also collects data from the Florida public 
University systems and assigns the PBF scores based for each institution. 
 
Florida College System (FCS) = The FCS is a system composed of 28 public community 
and state colleges in Florida. 
 
Florida College System (FCS) Employment Rates = The FCS employment rate of student 
employed or continuing education 1 year after graduation is calculated by the SBOE. 
This rate is based on the information from five sources: Community College and 
Technical Center Management Information System (CCTCMIS), Department of 
Education (DOE), Florida Department of Revenue (DOR), National Student 
Clearinghouse (NSC), U.S. Office of Personnel Management (OPM), and Wage Record 
Interchange System 2 (WRIS2).  
 
Florida Department of Education (FLDOE) = The Department of Education serves as the 
single repository of education data from school districts, state and community colleges, 
universities, and independent postsecondary institutions - allowing us to track student 
performance over time and across varying education sectors” 
(http://www.fldoe.org/about-us, Parr. 1). 
 
IPEDS 6-year Graduation Rates = Full-time, first time, degree or certificate-seeking 
students who started and finished at the same institution. Students included in the 
graduation rate do not represent all students at an institution (https://nces.ed.gov/pubs201 
7/2017046.pdf). 
 
IPEDS Retention Rates = The percentage of first-time, full-time undergraduate students 
who returned to the same institution the following fall after admissions. 
 
IPEDS Expenditures = Institutional expenditures collected in the IPEDS Financial 
Survey.  It includes Instruction expenses, research expenses, public service expenses, 
academic support, institutional support, other core expenses, and student services 
expenses. The expenses are calculates based on FTE (Full-time Equivalent).  
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State Board of Education (SBOE) = Is the committee within the Department of Education 
that administers k-12, and the State colleges. They also administer the Performance-
Based Funding Program for the Florida College System. 
 
State University System (SUS) = The SUS consists of 12 public higher education 
institutions in Florida including Florida A&M University, Florida Atlantic University, 
Florida Gulf Coast University, Florida International University, Florida Polytechnic 
University, Florida State University, New College of Florida, University of Central 
Florida, University of Florida, University of North Florida, University of South Florida, 
University of West Florida. 
 
State University System (SUS) Employment rate = The SUS rate of student employed or 
continuing education 1 year after graduation is calculated bt the BOG. The rate is based 
on the information from three sources: the SUS internal data set for military and post-
enrollment data, the national student clearinghouse for post-enrollment data, and the 
Florida education and training placement information program for employment data. 
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